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Post-war Democracy 


N article on another page sets out some of the diffi- 
culties which face French representatives at Algiers 

in arranging for the restoration of democratic government 
in France. The task before the French Consultative 
Assembly raises two issues: the resumption of normal 
political life in territories now occupied by the enemy ; 
and the establishment in those countries of popular govern- 
ments that will also be stable and efficient. The demand 
.for popular government, after years of arbitrary alien 
tule, will be very great; and this will not be easy to esta- 
blish and maintain against the background of frustration 
and lawlessness which resistance to invaders has inevitably 
brought with it. The need for stable government will be 
crucial ; and, in modern economic and strategic conditions, 
the ability to provide efficient government will be decisive, 
The countries of Europe, even those formerly called 
democracies, cannot simply go back to their pre-war 
regimes. In some countries there was no kind of demo- 
cracy. In others democracy did not work ; it was neither 
stable nor efficient. Axis propagandists and others have 
drawn from them examples of the breakdown of 
democracy. Democratic governments were set up after 
the last war, they argue, in a conscious attempt to apply 
the principles of British parliamentary rule to all Europe, 
and the attempt has failed. This is quite untrue. While 
elaborate parliamentary constitutions were introduced after 
1918 into many European countries, including Germany, 


parliamentary rule as we know it in this country was trans- 
planted nowhere. What attempt there was to imitate the 
British system was mistaken; the law was sometimes © 
copied but never the practice. 

Low though the standard of political performance often 
fell before the war in this country, we have possessed 
even at the worst times governments more popular, more 
stable and more efficient than most other democracies. 
Mr Churchill is not a freak, but a representative British 
statesman, bred in the House of Commons and the 
Cabinet room. It is because post-war Europe needs popu- 
lar, stable and efficient governments, and leadership that 
is both strong and democratic, that it is important for 
Europe as well as for us, to look at the realities of the 
British parliamentary system, to see how best its virtues 
can be kept and how aptly, or otherwise, they might fit 
European requirements. The British system of government 
has stood the test of fire. 

_ What are the characteristics of the British system which — 
other democracies missed in the inter-war years? They 
can be summarised as follows. British Governments are 
not prevented by Parliament from ruling. What they 
decide to do will normally be approved by both Parliament 
and the people. At an election, it is the Government that 
is chosen, with a Parliament to go with it, and although in 
theory Parliament is sovereign, and may become so in 
fact in a political crisis, the right of the Executive to make 
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and apply policies, once a mandate has been given by the 
people, is accepted. It is not possible for Parliament con- 
tinually to chop and change Governments with impunity. 
It is possible for British Governments to pursue consistent 
and continuous policies for sufficiently long and sufficiently 
boldly to get things done. Parliament retains, as it must, 
the right to dismiss the Government when it seems that the 
popular will has altered, but until its Members are willing 
to go to this length, which will throw them, as well as the 
Government, into the electoral melting pot, its power over 
the Executive from day to day is confined to criticism, 
questioning, complaint and suggestion. Governments can 
be displaced, but only on overwhelmingly important issues, 
not on every shifting side-wind in public opinion. The first 
function of Parliament is now the first power won by their 
predecessors in the fifteenth century, the right to call for 
the redress of grievances. The House of Commons is a 
sounding board for the expression of the people’s views 
and opinions ; and only occasionally do these noises off 
compel the Commons to take arms against the Govern- 
ment, and bring it down. 

In countries like, say, pre-war France, on the other hand, 
parliamentary government did not work in this way at 
all. Governments rose and fell according to the shifting 
alignment of many parties in the Chamber and Senate, 
without any reference except at set intervals to the elec- 
tors. It was impossible for any Government to rely on 
sufficient support, sufficiently continuously, to carry out 
the programmes of reform or defence that France needed. 
Governments were not the creations of the electorate, but 
the creatures of Parliament, made and unmade with 
startling frequency, until they had little or no connection 
with the men and measures for which the people had 
voted at the previous election. Governments tended to 
be powerless and Parliaments to be irresponsible. 

Yet, on the face of it, all the features of parliamentary 
government were present. The Senate as well as the 
Chamber was elected ; the Prime Minister and Cabinct 
were responsible to the people’s elected representatives. 
Laws were made by Act of Parliament, and administered 
under parliamentary control by Ministers. All these 
features—representative assemblies, responsible Ministers, 
Cabinets and parliamentary legislation—are parts of 
British constitutional law and were present in the other 
newer democracies of Europe. Yet with the exception 
of countries like Sweden, which had a sound tradition of 
their own, the consequence was almost always the same—- 


there was no consistent home or foreign policy, popularly ° 


approved and technically sound ; no adequate measures 
for defence or economic development. 

In large part, the difference in the results achieved by 
the British and these other systems of democratic govern- 
ment is the difference between the substance and the 
shadow of the parliamentary method. British policy,’ too, 
had outstanding failures in the inter-war period, in 
economic policy, defence and diplomacy ; but they were 
due not to the British system of parliamentary govern- 
ment, but to. the failure to work it properly, and they 
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were not disastrous. Government was often inefficient, 
but it was always stable, and usually popular. In other 
countries, the position ‘was very different. ‘They preserved 
the constitutional theory that Parliament is sovereign, and 
overlooked the political practice which in Britain, in 
modern conditions of government, has given sovereignty to 
the Executive. They failed to see that, of necessity, modern 
governments must have the power to legislate. They 
did not adopt the convention by which govermments 
must either be supported or forced to take the electorate’s 
opinion at the polls. In short, they missed precisely the 
things which have enabled parliamentary government to 
continue to work in this country. British parliamentary 
government itself worked worst during the inter-war period 
when it ignored the practical conventions upon which it 
had come to be based: when programmes and policies 
changed without reference to the electorate; when by 
the formation of National Governments all the real issues 
of policy were left blurred and unresolved; and when 
the Opposition, incapable of offering itself as an alterna- 
tive Government with an alternative policy, became con- 
tent with a merely guerrilla rdle. 

It may be that, because of different national character- 
istics or different social and economic situations, it is 
impossible to export even a modified version of British 
practice. It may be that, for some countries, the Soviet 
system of rigidly centralised power, beyond criticism or 
control, set in the framework of a great number of repre- 
sentative but powerless bodies, will be more suitable. It 
may be that, in other cases, the American model of an 
elected Executive set in constant counterpoise against an 
elected Legislature may be more appropriate. But the 
Soviet system is not popular government in the British 
sehse, for it leaves out civil liberties as well as free elec- 
tion and parliamentary support. And, in modern times, 
the American system has hardly provided the strong and 
efficient government which Eur democracies want 
and need ; Congress, too, is irresponsible ; the Administra- 
tion does not depend upon its support ; and neither can 
force the other to take the opinion of the people. Prima 
facie, the British system has a special contribution to offer 
to the solution of Europe’s post-war difficulties. 

After the war, the nations of Europe will be seeking 
an alternative to authoritarian rule. British practice offers 
the possibility of continuous and consistent government, 
based on popular support and exposed to popular criti- 
cism ; freedom of speech, opinion and the press, freedom 
of election and of Parliamentary criticism and inquiry, and 
the equality of citizens before the law are indispensable 
conditions ; the existence of only a few political parties. 
representing distinct but broad groupings of opinion and 
interest, and each capable by its personnel and policies of 
being chosen by a majority to constitute the Government. 
is no less necessary. If, in their own ways, these other 
countries can combine a similar practice with these essen- 
tial conditions, then it will be possible to say, for the first 
time, that parliamentary government as we know it is being 
tried abroad. 


The Western Fringe 


OME weeks have passed since General Smuts made 
his suggestion that Britain should seek to bring up 
the standard of its power more nearly to the level of that 
of Russia and the United States by entering into closer 
relations with the Western democracies of Europe. Since 
that time there have been a number of official and un- 
official reactions from the countries concerned, in particular 
from the Belgian, Dutch and Norwegian Governments. All 
of them desire closer relations with this country. It is 
‘obvious that all of them have completely rejected isola- 
tionism. But there is, on the whole, a big gap between the 
form taken by their desire for collaboration and the form 
proposed by General Smuts. 
It is, of course, true that the General’s proposals were 


extremely vague. It is difficult to say what form of asso- 
ciation he had in mind. He certainly did not suggest that 
the democracies of Western Europe should “join the 
British Empire,” and what many of his critics seem to 
have forgotten is that in a number of ways a “ western 
fringe ” did in fact exist before the war. Common interests 
and policies already drew the nations of Western Europe 
towards each other. They were constitutional democracies. 
They were trading and maritime nations with economic 
interests all over the world. Britain, France, Holland and 
Belgium between them controlled most of the world’s 
colonial territories. Up to a point this special relation- 
ship'was expressed in more formal shape. All the Scandi- 
navian countries adhered to the sterling bloc and had 
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made special trade agreements with Great Britain. The 
Oslo Agreemenis drew Scandinavia and the Low Countries 
together in their commercial policy. During the war it 
has been possible to arrange for a completely unified ship- 
ping pool. Years before the war the relations between 
Britain and France were in all but name a full alliance. 
The question is thus not whether a “western fringe ” 
should be created but whether an existing complex of 
interests and sympathies—some political and some com- 
mercial—should be systematised into a more formal 
association. 

There is much to be said for such a policy. The British 
Commonwealth provides the pattern of co-operation with- 
out subordination; the great virtue of Britain as the 
most powerful element in such an association is that it 
has abundantly proved its total unaggressiveness. Indeed, 
the pacific record of British policy was singled out by 
M. Van Klefiens as a reason for hesitation. 


When, therefore, General Smuts advises us to col- 
laborate with England after the war, my answer will 
be: We can only think of this provided the British 
Empire and Britain in particular shows that it has no 
intentions of once more going the way towards large- 
scale disarmament. 


It might be possible after the war to associate the 
Western democracies first of all at the level of strategy 
through a joint general staff or at least formal and regular 
consultations. Some measure of agreement on foreign 
policy could also be achieved through a regular meeting 
of the Foreign Ministers of the various states. In economic 
matters, common currency agreements have been made 
in the past. They could be made again together with 
agreements on shipping, freight rates, customs and similar 
matters. The test in each case would be the benefit of the 
proposed extension of collaboration to all the state 
members. The approach would be resolutely practical. 
In the colonial sphere, in particular, the closer association 
of the western states could be made into a real instrument 
of progress. 

Any proposal for closer association would clearly re- 
quire the most delicate psychological adjustment. Every 
Western nation is more rather than less nationalist as a 
result of the war. Any suggestion that they were being 
inveigled into the British Commonwealth would be re- 
sented and rejected. It was one of the misfortunes of 
Gencral Smuts’s speech that the substance of his proposals 
was put forward in unnecessarily wounding language ; 
and one of the reasons for the tepid reception this passage 
received from the Allied Governments was cbviously that 
they cannot be expected to be attracted by the suggestion 
if its only purpose is to strengthen the British hand at the 
Great Power table. 

This fact should not lead to the assumption that only 
jealous nationalism keeps the western states from a 
greater readiness to accept the Smuts proposal. Their 
hesitations go deeper. They do not want to take part in 
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any exclusive arrangements unless it.is clearly seen that 
they form part of a larger whole. None of these western 
nations wishes its relations with Britain to exclude the 
closest possible links with the United States. Holland in 
particular, with the bulk of its colonial territory in the 
Pacific, is insistent upon the importance of American policy 
in shaping Holland’s own. Norway, too, sees its interests 
in an Atlantic rather than a European framework. As one 
Norwegian spokesman put it, 


The objection . . . to the European Federation is that 
it might create new barriers between the United States 
and Europe. This objection also applies to General 
Smuts’s plan for a British-West European federation. . . 
An Atlantic Regional Agreement would probably give 
us the maximum degree of security. 


Speaking for Holland, M. Van Kleffens also makes the 
point that, to feel secure, his people and their neighbours 
would need to feel behind them the weight not only of 
Britain but of the United States. Then it would be a 
security system in fact as well as name. 

If things move in this direction, we would see a strong 
formation in the west with America, Canada and the 
other British dominions as the arsenal and vast reservoir 
of power, with England as the base, especially for air 
power, and the west of the European mainland . . . as 
the bridgehead. . . . It is difficult to imagine a stronger 
position for our country. 


Thus the first outspoken reservation is the need to 
associate with a “ western fringe” the full collaboration 
of the United States. It is not the only reservation. Most 
of the Allied spokesmen have shown themselves equally 
determined not to enter a bloc which might be hostile to 
the Soviet Union. They regard Germany as the menace 
now and for generations to come. M. Van Kleffens 
demands that “ the formidable western bloc” should 
“find its eastern counterpart in Russia.” The Norwegians 
demand that they should “ expand and strengthen ”’ their 
good relations with Russia. It is obvious that any accept- 
ance they might give to local regional arrangements— 
possibly on the model of the recent Russo-Czech Pact— 
would be dependent on the degree to which such arrange- 
ments were a part of an international security system and 
not a substitute for it. . 

These are the reservations of the smaller western powers. 
They are even more obvious and compelling in the case 
of France. The French naturally cling to sovereignty more 
fiercely than any other European state, for they are the 
greatest of the nations which were stripped of it. They 
would never take part in any arrangement that suggested 
the subordination of their military power and foreign 
policy or colonial responsibilities to those of Great Britain. 
This does not of course mean that they are irrevocably 
set on a policy of minimising British influence in Europe. 
On the contrary, the restraint of the Consultative Assembly 
in Algiers on the morrow of the Lebanon crisis and 
General Smuts’s wounding comment on France shows the 
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strength of sympathy for Britain, particularly in occupied 
France. But it does mean that all the reservations made 
by the smaller nations about the form of association hold 
good, and that French diplomacy will in all probability 
seek to make its own arrangements with the other great 
power centres, the United States and Russia. 

All these reservations need to be very carefully taken 
into account. But none of them is fatal to the proposal. 
They would, indeed, be fatal to any suggestion of a tightly- 
knit, mechanistic federation. But that would not, in any 
case, be the British way of going about the matter. The 
architects of the British Commonwealth of Nations are 
familiar with individual susceptibilities. The federalists 
and the constitution-mongers would be no more in place 
in designing a closer association in Western Europe than 
they were at the drafting of the Statute of Westminster. 
Moreover, the particular reservations that have been men- 
tioned can be directly met. The sort of special relation- 
ship that exists between the members of the British 
Commonwealth does not prevent each of them from seek- 
ing the most intimate association with the United States. 
Moreover, though American policy has departed from 
isolation, it is unlikely to arrive at specific alliances with 
individual countries. It may very well be that the closest 
approach that the smaller West European democracies can 
obtain to that complete Atlantic Agreement which is their 
heart’s desire (and Britain’s), is to enter into a close asso- 
ciation with Britain which, without any formal alliance, 
would, as a whole, concert its polities with those of the 
United States. A West European entente, so far from 
being inimical to good relations with America, could be 
so devised as to be the best means of securing them. 
Similarly with Russia. No nation has done more than 


The Principles of Trade—Il 


The. Balance 


| HE first article in this series, which appeared in The 
Economist last week, re-stated the basic argument in 
favour of the greatest possible expansion of international 
trade. But it reserved for further examination two objec- 
tions, prima facie weighty, against a return after the war 
to comparative freedom of international trading. The first 
of these two objections, with which the present article 
is concerned (the second will be taken up in a later article), 
can be briefly stated. Has the British balance of payments 
been knocked so badly out of equilibrium by the war that 
it cannot be put right by the methods hitherto considered 
proper and orthodox ? It is right and proper that British 
opinion should be concerned with the British balance of 
payments. But there is some danger lest that concern 
should lead to the belief that the embarrassments of the 
pound sterling are the chief obstacle to world-wide 
equilibrium. The British problem is indeed severe ; but 
there is no reason to suppose that it is substantially worse 
than the problems that will face most of the invaded or 
occupied countries in reconstructing their international 
commerce. Some of them, it is true, will have much more 
ample gold reserves and exchange resources than are left 
to Britain after the process of “scraping the bottom of 
the barre!” has been concluded. But this does not mean 
that any of them will find it easy to set up a balance of 
payments whose current account will be in equilibrium. 
Moreover, there is the problem of the dollar: Two articles 
in The Economist of November 27th and December 4th, 
1943, based on an official American report, reached the 
conclusion that, in the absence of special steps to prevent 
it, the post-war American international accounts would 
be out of equilibrium to the amount of probably between 
$x and $2 billion a year. This will be a disequilibrium 
on the credit side, it is true, but it will be none the less 
disturbing for that. 
It would, therefore, be a mistake to fall into the habit 
of regarding the British balance of payments as the 
“world’s financial problem number one.” The real ques- 
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Britain to bring together the two worlds of Russia and 
America. Politically and militarily, the Anglo-Soviet Treaty 
is a guarantee that all local agreements are fully compatible 
with the wider object. Special relationships between 
Britain, Scandinavia. and the Low Countries would be no 
more anti-Russian than the Russo-Czech Treaty is anti- 
British. British policy stands or falls by the attempt to 
build a world-wide system out of the existing local 
elements. By giving it their support and adhesion the 
countries of the western fringe would be advancing, not 
retarding, the growth of a universal association. 

The Moscow and Teheran Conferences with their agree- 
ment on the necessity of post-war collaboration will have 
helped to dispel these uncertainties, but in any sound 
foreign policy there is always a maximum and a minimum 
approach. The policy which will best suit the interests 
of Britain and the western democracies will obviously be 
one of close military and economic collaboration between 
the Great Powers together with the regional organisation 
of geographical and clutural units such as Europe, supple- 
mented by special arrangements between neighbouring 
states. But if by ill fortune or bad management the wider 
solutions fail to take shape, this is not in itself a com- 
pelling reason for abandoning all attempt at creating 
various forms of local understanding. Such an attitude 
would be as illogical as the behaviour of a man who, 
unable to insure with the best insurance company, refused 
to take out any policy at all. The western democracies— 
and Britain itself—are perfectly right to subordinate every- 
thing to the pursuit of the best and fullest settlement in 
which world-wide, regional and local organisations would 
all have their place. But they must also be ready to main- 

tain any part of it, even if the wider plan should fail. 





of Payments 


tion is far wider. It is whether the world’s chief trading 
nations are going to find themselves after the war with 
their international atcounts so widely and intractably out 
of balance, either on the credit or debit side, that the 
somewhat mild mechanisms for adjustment known to 
orthodox commerce will not avail to produce a tolerable 
equilibrium. Of this wider question, the facts of the British 
position must be taken as only one example. 

Those facts are, by now, fairly well known. The British 
balance of payments, as it stood in the three years before 
the war broke out, was as follows: — 


BALANCE OF PAYMENTS OF THE UNITED KinGpom, 1936-38 
(Figures are the average of the three years, in £ millions) 


DEBIT ; CREDIT 
IDOI 0.055500. 0% 930 BCC 540 
Govt. payments ..... 10 Investment income.. 200 
Shipping earnings... 110 
Commissions, etc. ... 40 
Other reeeipts ...... 10 
900 
OOIMEE. 4 oS Nese ss 40 
940 940 


The immediate effect of the war will be to reduce verv 
severely the “invisible” items on the credit side. Even 
if there were no other elements in the problem; it is 
probable that there would be a gap (including the pre-war 
deficit) of at least £200 million on the credit side. 

But there are other elements on the problem. If there 
are to be no severer restrictions on trade than there were 
before the war—the condition of the problem that is 
under discussion in this article—it is probable that British 
imports will be higher than they were in 1936-38. In 
those years there were, on the average, 1,630,000 unem- 
ployed in this country. If reasonably full employment is 
attained, the volume of consumption will be higher and 
the volume of imports, if it is allowed to do so, will rise 
above the pre-war level. Moreover, the terms of trade 
have, during the war, shifted sharply in Britain’s dis- 
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favour ; imports now cost more, relatively to exports, 
and as long as the world market remains a seller’s market, 
the relationship is perhaps unlikely to alter. And. lastly, 
British exports are necessarily made with imported 
materials. Every increase in exports leads automatically 
to some increase in imports ; the net gain is smaller than 
the gross. When all these facts are taken into considera- 
tion, the §0 per cent. increase in British exports which is 
generally mentioned in current discussion as a measure 
of what is necessary begins to look like an under-estimate. 

This is a gigantic task. For three years now British 
exports have been neglected—and more than neglected, 
for they have been deliberately restricted by the demands 
both of British mobilisation and of American policy. Yet 
the task is not merely to restore them to their pre-war 
volume, but to increase that volume by half or two-thirds, 
and to do so quickly. Can it be done ? 

It would be a mistake to ignore the fact that Britain 
will start with a number of advantages. The world will 
be crying out for goods of all kinds, and of the world’s 
manufacturers, Britain has a good chance to get to the mar- 
ket first, without taking any unfair advantages. Most of the 
competitors—the European countries and Japan—will, 
in greater or less degree, be devastated and dislocated. 
The United States, it is already apparent, will be suffering 
from a very sharp rise in costs of production, almost cer- 
tainly unaccompanied by any fall in the exchange value 
of the dollar. Moreover, there is a surfeit of pounds in 
the world and a shortage of dollars. There is hardly a 
country in the world that will not find it easier to buy— 
or at least to make payment—in Britain than in America, 
and not all those payments need be in reduction of British 
debts. There is no good reason why Britain should not 
enjoy a head start. But it would need a gigantic start to 
achieve, by this means alone, an increase of the propor- 
tions that are required. 

Much will depend, after the start has been gained, upon 
whether British exporters are helped or hindered by finan- 
cial policy. Some of the mistakes of last time will surely 
not be repeated. It is unlikely, for example, that there will 
be deliberate deflation at home, or a deliberate over- 
valuation of the pound sterling abroad. Indeed, the danger 
is lest public opinion, with too simple-minded a memory 
of 1931, should insist on putting too low a valuation on 
the pound. Devaluation of the pound can be of great 
value to Great Britain when trade is depressed and all 
the world trying to sell—though even then the advantage 
to Britain tends to be offset by disadvantages to other 
countries. But for several years after the war, the condi- 
tions will be the reverse—at least in the primary product 
markets the advantage will be with the sellers, and a 
devaluation of the pound might do more harm by making 
British imports expensive than good by making British 
exports attractively cheap. There are dangers to be avoided 
in currency policy—those of excessive or badly-timed over- 
valuation—but it is doubtful whether there is much posi- 
tive advantage to the expansion of British exports to be 
gained from tinkering with exchange rates. 


Efficiency and Salesmanship 


If the necessary increase in the volume of exports is to 
be secured it will not be by such mechanical devices; but 
by more laborious and familiar methods, by the energetic 
salesmanship of good products, designed to suit the cus- 
tomer and offered at low prices. And the greatest of these 
is low prices. The doctrine appears to be growing up, 
almost unawares, that British industry cannot hope to 
compete on an open basis with other countries. It is a 


curious doctrine, and is maintained with the utmost incon-. 


sistency against both low-wage and high-wage countries. 
Where we are not undercut by the low wages of the 
Japanese—so runs the argument—we are undercut by the 
high productivity of the Americans. This is pure defeatism. 
It would be just as true to argue that, with good manage- 
ment, we can out-compete any country in the world—the 
low-wage countries. by the skilled use of complex 
machinery, and the high-wage countries by the cheaper 
cost at which our policy of importing food and raw 
materials enables us to sustain a high standard of living. 
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The real trouble is that too few British business men are 
trying to compete. In these days, to say that a firm has 
so increased its efficiency that it can sell at low prices 
is not to give praise for initiative and enterprise, but to 
criticise it for breaking the rules of “fair” trading and 
indulging in the ultimate sin of “ cut-throat ” competition. 
Countless examples could be given of this attitude. But 
perhaps the most striking is the wide acceptance of the 
ideas known as the World Trade Alliance, which can be 
briefly described as a proposal that the world market for 
all goods should be deliberately parcelled out by agree- 
ment, with a rather vague addendum that any surplus 
resulting from this method of distribution should be 
donated to the poorer countries. This order of ideas has 
not the slightest chance of acceptance, if only because the 
mere official proposal of it would be regarded as an un- 
friendly act in the United States, where private and official 
opinion is much more concerned with dissolving the exist- 
ing international cartels than with creating new ones. 
But what is frightening is the extent to which these ideas 
have been accepted by British business and British labour. 
Their defects are obvious. In the first place, international 
cartellism would merely be a buttress for restrictionism 
and for the high-profits-and-low-turnover mentality at 
home. That is its intention, and that is its appeal to the 
trade unions. It would effectively prevent any interference 
from abroad with progressive inefficiency at home. 
Secondly, such a plan would, if it worked at all, stereo- 
type the present pattern of trade for all time and prevent 
that buoyant development of new opportunities in which 
is the chief hope for rising world prosperity. And finally, 
how can an agreed sharing of the market possibly meet 
the requirements of a country that is forced to expand 
its exports by 50 or 60 per cent ? The only possible basis 
for an agreed allocation is by reference to the past, or, 
if that basis is dropped, the “ commercial antagonism ”— 
whose replacement by “ co-operation” is the chief emo- 
tional appeal of the plan—is not abolished at all, but 
merely transferred from the market-place to the board- 
room. It is 2 phantasy to suppose that markets can for 
long be allocated by an agreement which ignores the 
facts of competitive relationships. As has been remarked 
in The Economist on an earlier occasion, “the producer 
who could extend his sales in open competition will be 
just as insistent on a larger share as the best-armed brigand 
at a robbers’ share-out.” If Britain is in a strong com- 
petitive position the World Trade Alliance is unnecessary. 
If Britain is in a weak competitive position, it would 
work, if at all, to our disadvantage. The popularity of 
such proposals shows how far the leaders of British indus- 
try and labour—or at least those of the older generation— 
are from realising their duty to the community. 


The Limits of Orthodoxy 


It is thus difficult to give a clear answer to the question 
posed at the beginning of this article. If the competitive 
advantages and disadvantages of Britain’s post-war posi- 
tion were objectively assessed, and if there were a deter- 
mination on the part of Government, management and 
labour to remove the disadvantages, and to exploit the 
advantages with all possible vigour and resolution, then 
it might be reasonable to conclude that the British balance 
of payments could be brought back to equilibrium before 
very many years have passed, without any further restric- 
tion of imports. It might even be possible to hope for 
the restoration of a small favourable balance, so essential 
if the country’s reserves are to be rebuilt. But it is clear 
that there would, even in the most favourable circum- 
stances, be an interim period while this export drive was 
succeeding. Additional business measured in hundreds 
of millions of pounds cannot be secured overnight. And 
if the prevailing climate of opinion in the governing circles 
of British business is unchanged, the interim period may 
be of very long duration. 

For as long as this interim period lasts, there are only 
two “ orthodox ” means of balancing the British accounts. 
The first is by borrowing ; the second is by restricting 
British imports. The acceptance of comparatively small, 
short-term credits by Britain would be legitimate, though 
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hardly pleasant to contemplate. But borrowing on the 
scale and for the duration that might be needed wouid 
obviously be improper for a developed country with 
creditor habits. Restriction of imports, on the other hand, 
would be equally bad. Some sectional interests, it is true, 
would be overjoyed at the prospect, and many of the 
tears shed so frequently over the plight of the export 
trades are obviously of the crocodile variety. But for the 
community as a whole a sharp restriction of imports 
means (as the war has demonstrated) a sharp reduction 
of the standard of living. There are very few “ unessen- 
tials” that can be cut out of the import list: in 1938, 
food, materials and oils amounted to 80 per cent of the 
total. And, in any case, the restriction of British imports, 
whether essential or unessential, would be a blow to 
international trade as a whole, which might well react in 
its turn on the prospects of éxporting. 

One is therefore forced to the conclusion that there are 
no means—at least for a long time to come—of balancing 
the British accounts that are both orthodox and non- 
restrictionist. In this particular case, a strict adherence 
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to the methods deemed orthodox by, for example, Mr 
Cordell Hull and his school of thought, would lead directly 
to a restriction, not to an expansion, of international trade. 
On this score, then, the case is made out for an explora- 
tion of the alternatives. There are, in substance, two 
alternatives. One can be called “unorthodox mult- 
lateralism ”—that is, the search for hitherto untried 
methods of preserving the world-wide unity of inter- 
national trade. The Keynes and White plans are attempts 
of this character. The other is bilateralism or regionalism 
—that is, in its extreme form, the reduction of inter- 
national trade to two-sided barter, or, in a less extreme 
form, the creation of blocs or regional groupings, the 
members of which conduct trade among themselves on 
terms different to those they accord outsiders. 

The next article in this series will examine the relation- 
ship between full employment policy and international 
trade, in the attempt to discover whether or not there is 
reason on this score also to conclude that the orthodox 
rules are inadequate. The series will then turn to the 
alternatives to orthodoxy. 


The Approaching Budget 


HE main interest of the December 31st Exchequer 
return, which is summarised in the table at the foot of 
the page, lies in the evidence it provides of a flattening- 
out of the curve. Expenditure on Supply Services (which 
include almost everything except the service of the debt) 
was actually lower by £40 million in the fourth quarter 
of 1943 than in the fourth quartet of 1942. The figures of 
expenditure on Supply Services, by quarters, from January 1, 
1940, are as follows (in £ million): 
1940 1941 
January-March 913 1,137 
April-June 613 985 
July-September 875 1,111 
October-December .... 1,012 1,168 


1942 
1,238 
1,198 
1,229 
1,364 


1943 
1,505 


3,413 4,401 5,029 
These figures are noi strictly comparable throughout. For 
example, the passage of the American Lend-Lease Act in 
March, 1941, led to a substantial reduction in British ex- 
penditure in the United States. Similarly, the introduction 
of the Canadian Mutual Aid scheme early in 1943 led to 
lower British expenditure in Canada. But Lend-Lease from 
America does not explain a decline in expenditure between 
1942 and 1943, both of which were Lend-Lease years, and 
the effect of the Canadian transfer is not enough by itself 
to explain the trend of the British figures. The trend can 
best be seen by comparing each quarter with the same 
quarter of the previous year: 
* 1941 
+224 
+372 


1942 
+101. 
+213 


1943 
+ 267 
+106 


January-March. . 
April-June 
July-September . +236 +118 “+ 76 
October-December +4156 +196 — 40 
Too much should not be deduced from a single quarter ; 
but it looks as if the peak—or rather the plateau—of British 
war spending has been reached. The total ordinary expendi- 
ture for the full year, of which three months are still to 
come, looks like amounting to about £5,825 million, and it 
may be that the Chancellor of the Exchequer will not have 
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to budget for much more than £6,000 million for next year, 
even on the assumption of continued maximum fighting. For 
those who iike their statistics in daily form, it can be said 
that the rate of total ordinary expenditure in 1943 was 
£15.9 million per day, and that the probable “ plateau ” rate 
will be about £16} million a day. These figures presuppose 
that there is no further decline in the value of money in 
terms of the things on which the Government spends. 
The revenue figures, as is usual in wartime, toil painfully 
in the rear of the expenditure. Nevertheless, it is apparent 
that the buoyancy of the revenue has once again been under- 
estimated, though not so badly as in recent years. Income- 
tax was estimated to produce £168.2 million more in the 
full twelve months and, with the vital three months still 
to go, already shows an increase of £106.7 million. NDC 
and EPT show a combined increase of £105.3 million, com- 
pared with an estimated rise in the full year of £122.5 million. 
Customs receipts have already provided within £2 million 
of the expecttd increase, and Excise duties show an 
increase, in nine months, not far short of double the esti- 
mate for the whole year. This under-estimation, it should 
be remarked, is not to be ascribed to conservative budgeting, 
but, on the contrary, to over-optimism in assessing the 
extent to which public spending and consumption can be 
kept .down. The increase in the total revenue, which was 
expected to be £87.7 million in the year, is already £70.7 
million. It is more difficult to estimate a “plateau” of 
revenue than of expenditure. Total ordinary revenue this 
year may be about £2,950 million. There should be a further 
“ natural” increase next year, without any changes in rates 
of taxation, of perhaps £200 million. The transition to 
“ pay-as-you-earn ” will increase the yield of income-tax 
by an amount that is difficult for the outsider to guess, but 
is probably at least £50 million. In very rough and round 
figures, the “plateau” of total war is represented by tax 
revenue of £3,200 million and Government expenditure of 
£6,000 million, against a net national income which may 
be in the neighbourhood of £8,500 to £9,000 million. 
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Year’s Issues Nine Months’ Issues 


Estimated’ To 
Soret Patt +! mais 
~ ~ or a? - 
Dec (—)| 1942 | 1943 
Interest & Manage- | 
ment of National | 
375-0 | + 64-2 254-3 283-4 | + 29-1 
95/+ 03!) 56 5-3} — 
Fund Services... 7-4 75) + O-l 4-5 43; — 0-2 
Supply Services ...} 5,295°8 | 5,366°8 | + 71-0 | 3,791-1 | 3,933-1 | +142-0 
Total Ord. Expend.| 5,623-2 | 5,758°8 | +135°6 | 4,055-5 | 4,226-2 | +170°7. 
Sinking Funds .... 14-2 = 2 sie oe ae 
Self-balancing Rev. | 
and Expenditure 102-5 110-6 | + 8-l 79-4 82-3| — 2:9 
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NOTES OF 


From the Dnieper to the Dniester 


The first week of the New Year. has been a black week 
for the Wehrmacht. In the course of it Mannstein’s armies 
have been dislodged from the outer fringe of the Kiev 
salient which they still held in the last days of December ;- 
and Vatutin’s offensive has assumed tremendous momen- 
tum. Three main thrusts by the Russians can be discerned 
so far. In the north they have swept forward from 
Korosten through Olevsk and Novograd Volynsk towards 
the old Polish frontier, which has now been crossed—pre- 
sumably only by advance guards—at several points. In the 
centre they have retaken Zhitomir and spread westwards 
towards the important railway junction of Shepetovka, on 
the Russian side of the frontier, and southwards towards 
the Berdichev hedgehog, which has now fallen to the 
Russians. To the south of Kiev the Russians have 
captured Byelaya Tserkov, a key position, from which 
they have struck towards Vinnitza and the all-important 
Zhmerinka junction on the Lvov-Odessa railway in the 
south, and from which they may be able to unhinge the 
German array to the south-east, inside the Dnieper bend. 
Of the many blows, which have now thrown some of 
Mannstein’s divisions into confusion, those converging 
on Vinnitza and Zhmerinka are of the greatest con- 
sequence for the whole campaign. If the Lvov-Odessa line 
is cut at Zhmerinka and, even more, if the Russians 
succeed in reaching Mogilev on the Dniester—only fifty 
miles away from Zhmerinka—then the German armies 
will have to pay a disastrous penalty for their stubborn 
and prolonged clinging to the Dnieper bend. At best, they 


. will have to fight their way out, either by cutting the 


Russian ring somewhere to the north of the Dniester or 
else by trying to escape through the corridor between 
Odessa and the Carpathians into Roumania. An even greater 
disaster may befall them if, encircled on so gigantic a scale 
and spread over the distances from the Dniester to the 
Dnieper, they lose their coherence and capacity for 
orderly withdrawal. 


* 


But so far no signs have appeared of any radical dis- 
integration in the German ranks. The possibility of a 
German counter-thrust from the upper Bug—where large 
German forces are reported to have been massed—cannot 
yet be ruled out. The repetition of a “battle of encircle- 
ment and annihilation” on the Stalingrad pattern may not 
seem very likely, if one considers the size of the German 
forces and the distances invo!ved. On the Volga, the 
Russians encircled von Paulus with three hundred thousand 
men, left without any supply lines by rail or road. The 
encirclement of about a million men inside the Dnieper 
bend and in the Ukraine presents a vastly more difficult 
task, so long as the enemy does not suffer an irretrievable 
breakdown in morale. But all that Mannstein can now 
hope for is to stave off disaster, arid to make a relatively 
orderly retreat from the Dnieper to the Dniester. 


* * * 


South and North 


While the fighting in the south has carried the Russians 
very far towards their objectives, no such spectacular results 
have been achieved in the north. The Nevel-Vitebsk wedge 
has not yet been driven deeply into the German defences 
which cover Latvia and Lithuania ; and Vitebsk is still in 
German hands. The synchronised timing of offensive thrusts 
all along the front, such as the Russian High Command 
was able to achieve in the course of last year, can possibly 
no longer be expected. North and south are now separated 
by the wide stretches of the Pripet Marshes, which make 
the shifting of massive forces from sector to sector very 
difficult, if not impossible. Faced with this natural obstacle 
to co-ordinated fighting all along the front, the Russians 
have so far concentrated on achieving decisive results in the 
south. There are probably economic as well as political 
reasons for this. White Russia in the north is poor in 
industry as we'!l as in agriculture. Politically, victories in the 
south promise more important and more immediate gains 
than those which may be expected in the north. A Russian 
advance to the Carpathians is sure to throw the whole of 
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THE WEEK 


the Balkans into a state of confusion, and to bring into 
play pro-Russian sentiment among the Balkan peoples. The 
attitude of the Baltic nations towards the advancing Russians 
cannot be forecast with the same degree of confidence. On 
the other hand, the German defence there is likely to stiffen 
as the Germans approach their native soil in eastern Prussia, 
at least until the Second Front. The fact that the northern 
and the southern sectors of the front are now separated 
by the Pripet Marshes makes the problem of relative 
strength in manpower even more important than it was 
before, since the Russians no longer possess the freedom 
to shift reserves on which the achievement of local superiority 
may often depend. General Dittmar, in his melancholy 
survey of 1943, spoke of the heavy casualties of both the 
Germans and the Russians ; but he admitted that in spite 
of their allegedly heavier casualties, the Russian had main- 
tained their superiority in total numbers. How wide the 
margin of that superioroity may be now cannot be con- 


jectured. The opening of a front in the west would widen it 
enormously. 


x * * 


The Last Opportunity 


On January 4th, the advance guards of Vatutin’s army 
crossed: the 1939 Polish frontier. Until the Soviet Ukraine 
proper has been cleared of the enemy no deep Russian pene- 
tration into Polish territory is probable. As yet the crossing 
of the frontier has political rather than strategic significance. 
It has brought the Polish-Soviet dispute back into the fore- 
ground. On January 5th, the Polish Government issued a 
declaration in which it stated its desire to resume relations 
with Russia. The statement did not make it clear whether the 
Polish Government still considers recognition by Russia 
of the territorial status of 1939 to be a condition for the 
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resumption of relations. If this is the case, then the state- . 


ment offers no prospect of the renewal of diplomatic con- 
tact between Poland and Russia. The official Polish press 
has interpreted the statement in a way which leaves no room 
for compromise ; and in the light of this interpretation, the 
Polish Government’s instruction to the underground move- 
ment to avoid conflicts with the Soviet army, and to co- 
operate with it only if and when relations between the 
Governments are resumed, assumes the highest significance. 
While the sincerity of the Polish Government’s desire to 
avoid conflict cannot be questioned, an attitude of non- 
co-operation is almost certain to lead to an open clash. A 
state of “neither war nor peace” between Russians and 
Poles can hardly be maintained once the war against 
Germany is being fought by Russians on Polish soil. True, 
the possibility of a clash between the Polish underground 
and the pro-Soviet guerillas is not likely to arise very 
soon, since in Eastern Poland the pro-Soviet guerillas, now 
helped by and helping the Russian army, seem to be sole 
masters of the situation. But as soon as the Russian armies 
reach the heart of Poland, a very grave crisis may begin. 
The time between the crossing of the frontier by the 
Russians and their advance into central and western Poland 
provides perhaps the last opportunity to forestall disastrous 
consequences. 


x * * 


Industrial Generalisations 


The Conservative Sub-Committee’s report on “ Work: 
the Future of British Industry,” which should not be con- 
fused with the unofficial publications of the Tory Reform 
Committee, is none the worse for being, both in origin and 
gist, a frankly party document. Largely the work of Mr Henry 
Brooke, M.P., the Sub-Committee’s chairman, it sets out 
to do two things: to show the measure of agreement that 
nowadays exists about industrial and economic policy 
between Conservatives and progressive thought; and to 
prove the prior claims, in industrial and economic practice, 
of private initiative and individual enterprise. Inevitably, 
it is for the most part in very general terms— a “ statement 
of principles”: the small business is an essential part of 
national life ; industry exists to serve the consumer ; no 
country has a greater interest than Britain in overseas trade ; 
the outlook for Britain’s balance of payments is critical ; 
efficiency and technical research and education are essential ; 
every worker in industry should have a status and feel 
responsible ; industrial management is all-important ; trade 
unions are a part of the industrial structure, but workers 
should be free to join or not. Few but the most partisan 
could quarrel with these aphorisms ; but they add up to an 
attitude rather than a policy. On the specific issue of the 
relations between industry and the state, one of the two 
most important passages in the report, the Sub-Committee’s 
views are more clear cut. Except for control over industrial 
location to prevent extremes of local congestion or depres- 
sion, they are opposed to direct state control, interference 
or ownership when the transition from war to peace has 
been accomplished. They regard nationalisation as neces- 
sarily inefficient, and public corporations as characteristically 
authoritarian, irresponsible and unenterprising: “ Private 
enterprise best serves public purpose.” There is no attempt 
to separate activities which, for social or other reasons, 
might best be publicly run from the majority which will be 
best left entirely in private hands—within the frame of 
public policy. Against such evidence, the possibility of 
private “unenterprise” is barely admitted, though 
inefficiency, lack of initiative, waste and restriction, by either 
employers or trade unions, are condemned. 


* * * 


The Case for Disagreement 


The Conservative Sub-Committee’s report is much 

more fair.and open-minded than most previous pronounce- 

_ Ments fromi Conservatives and industrialists, and much less 
pessimistic about the outlook for Britain. But very many of 
the main issues of policy are blurred by the immense effort 
made to show where Conservatives agree with other people, 
rather than where they disagree. The fact is that political 
discussion is at present weighed down by a monstrous 
fallacy. In the past, progress has been made, it is said, by 
compromise, by the highest common factor of agreement. 
This is not really true, and the consequences can be a deal of 
political cant, Constant compromise there is in the process 
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of legislation and Parliamentary discussion. But the main 
issues of policy cannot, or should not, be compromised— 
which means, in the last resort, left unsettled. The corn law 
discussions of a hundred years ago did not end in a com- 
promise, but in the repeal of the corn laws ; the controversy 
between free trade and protection a generation ago ended in 
a complete victory for free trade. Compromise in the British 
lexicon of politics does not mean doing nothing with which 
other parties would violently disagree ; it means accepting 
the policy of the majority after the electorate, given the 
issues to be decided, has chosen which party is to be the 
majority. The most important part of the process is for all 
the issues, and all the disagreements about them, to be 
fully and frankly revealed. 


Policy for Work 

Much the most important passage in the Conservative 
report on industry deals, as its title suggésts, with post- 
war employment. 


Industry is more than a producer of goods; it is also a 
means of livelih The people of our country are not 


concerned only to see the goods there in shop windows; they - 


are vitally interested in having a job and therefore, earn- 
ings, and therefore, the means to buy the goods. The main 
result they ask just now of Government policy is that it should 
enable British industry to provide steady employment for 
all who depend on jobs in industry for their daily bread. 
The view is stated that the solution to unemployment is 
primarily to be sought internationally ; that unemployment 
and, therefore, full employment are a world problem. The 
first line of attack proposed in the report is by means 
of international agreements and agencies to stabilise cur- 
rencies and prices, and to provide credits to countries with 
heavy adverse balances of payments, or in need of long-term 


development. Correspondingly, the first item in a national © 


employment policy, in this view, should be the promotion 
of exports, by the stimulation of private industrial efficiency 
and with skilled Government assistance—not, it should be 
noted, subsidies. This emphasis upon exports in employ- 
ment policy is open to some question. The maintenance of 
employment in the export trades will be of prime import- 
ance ; but the first purpose of exports, in national economy, 
is not to provide work, but to pay for imports in the 
cheapest possible way, that is, among other things, with 
the smallest possible use of labour—which is, of course, 
enough in itself to give export policy a first priority. 
But employment, in current theory, depends not simply 
on overseas trade, but upon the balance -between savings 
and investment, in which the balance of overse2zs payments 
is one important factor. The report does admit this 
point among its second-line measures. It does not approve 
large-scale public expenditure on capital projects; but it 
calls upon the Government for policies to encourage 
private investment when it shows signs of falling 
short of the total required for full employment, and to dis- 
courage it when inflation seems likely. Moreover, in order 
to keep up consumption as part of full employment policy, 
the report gives its backing to an interesting and valuable 
proposal “ for financing the bulk purchase of universally 
desirable household goods ”—boots and shoes, furniture, 
refrigerators and all kinds of labour-saving equipment. 
Among the other measures proposed is the adjustment of 
taxation to stimulate expenditure on plant and machinery, 
for the sake of efficiency as well as employment, a proposal 
to which the report, in more than one passage, rightly 
attaches great importance. On balance, however, it is doubt- 
ful whether the Conservative Sub-Committee has allowed 
itself, because of its somewhat indiscriminate bias against 
direct state action, to understand the real employment 
problem. In the determinaion to prove that, where they 
conflict, maximum employment is more important than 
maximum output, a serious confusion: arises. The fact is that, 
in the first place,.employment is a national, and not an 
international, problem ; it can be provided; at some level of 
welfare, by domestic contrivance. But the standard of living, 
the possible level of wealth and welfare, does, admittedly, 
depend, especially for a small island like this country, upon 
overseas trade, upon the ability to import and pay for food- 
stuffs and raw materials, upon the share that can be taken 
in the international division of labour—and it is very 
welcome, despite the lack of balance in their whole argu- 
ment, to find these Conservatives willing to depart so boldly 
from traditional, Little Englander and protectionist tenets. 
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Bolivian Dilemma 


There is still too littl news from Bolivia to 
judge how firmly the new regime has taken root. It is 
clearly made up of extremely diverse elements and it is not 
certain that the Fascist group will win the upper hand, A 
report to the New York Herald Tribune says that, although 
the new regime includes such notorious pro-Nazis as 
Augusto Cespedes, Secretary General to the Government, 
Gustavo Chacon, Minister of Economy, Carlos Munte- 
negro, Minister of Agriculture, and Antonio Ponce, Minister 
of Public Works, some other members, including Presi- 
dent Villaroel and the Ministers for Defence, Education, 
Foreign Affairs and Labour, and the “ brains of the Govern- 
ment,” Victor Estensoro, have clean records. Indeed Esten- 
soro’s sympathies have been strongly Left. The eagerness 
of the new Government to secure recognition from the 
United States and the other United Nations may mean 
either that its own internal position is weak or simply 
that its sympathies are with the anti-Axis front. The 
country is, after all, at war with all the Axis countries. 
Another element in its.eagerness is the total‘dependence of 
its economic life on the United Stites and Britain. The 
Herald Tribune report states that in 1942 the United States 
took 66 per cent of Bolivia’s exports, while 32 per cent went 
to Britain and only 2 per cent to Argentina. Bolivia’s offer 
to give the United Nations a monopoly of quinine supplies 
was proof of good will and, incidentally, since it entailed 
a ban on exports to Argentina, a diplomatic setback for the 
Argentine Government. Thus the evidence is sufficiently 
contradictory to present the American and British Govern- 


_ments with something of a problem. 


* 


The case for recognition is that the new Government has 
guaranteed to honour all its obligations as a United Nation, 
that it has made friendly economic gestures, that it includes 
men of good will, that it may give the Bolivian workers 


better treatment—a matter over which the United States 


Government has shown some concern—and that, in any 
case, mon-recognition would weaken pro-Allied and 
strengthen pro-Axis elements. Working against recognitién 
is the fact that the experience of the United Nations in the 
case of Argentina was very unfortunate. Taking its guaran- 
tees at their face value, the Allies recognised the Ramirez 
regime, which has since followed the same old obstinate 
policy of isolated neutrality and has built up a full-blown 
Fascist regime. Bolivia might go the same way, and the 
United States would find that it had recognised a govern- 
ment whose ideology it detested. The arguments against 
recognition have been slightly strengthened’ by Argentina’s 
decision to afford full recognition, although it obviously 
increases the danger of Bolivia slipping over to the Argen- 
tine camp. The United States Government can, of course, 
put on the economic screws ; but is loth to do so, because 
such a move would be exploited by Axis sympathisers as 
“Yankee imperialism,” and be used for propaganda in 
other Latin American States. The position of the United 
States is very delicate, and Mr Cordell Hull is prob- 
ably grateful for the escape clause provided by the Ad- 
visory Committee for the Political Defence of — the 
Western Hemisphere. This body, set up as a result 
of the Pan-American Conferences, has suggested that 
until the end of the war: all .the State members shall 
agree not to recognise any regime established by force, 
unless they have had prior consultation with each other. 
This will enable the United States to concert its action 
with the other republics. 


* * x 
The Coal Cut 


In order to maintain sufficient supplies of coal for 
military operations on the Continent, the Minister of 
Fuel has decided to impose a cut of Io per cent on indus- 
trial users. At the same time, quantities available to domes- 
tic users are restricted during January to a maximum of 
4 cwts in the south and 5 cwts in the north. For some 
unknown reason, the Ministry is unwilling to produce any 
figures to show the recent increase in consumption of gas 
and ‘electricity, which is officially said to be “alarming.” 
The Ministry emphasises that the restrictions on domestic 
use do not. represent a ration, but a maximum consump- 
tion; and renewed appeals for voluntary restriction are being 
made. The new cut is very different from the original 
scheme for rationing proposed by Sir William Beveridge. 
It makes no provision for rationing the domestic use of gas 
and electricity. The householder whose house is warmed and 
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lit by gas or electricity will be much better off than if he 


‘had an old-fashioned grate, unless he makes most gallant 


cuts of his own free will. The reduction in supplies of coal 
for industry, after the large voluntary cuts already made, 
is a very grave step, and may have effects on war produc- 
tion. However necessary the cut may be, in view of declin- 
ing production, it is difficult to avoid the familiar comment 
that the present situation could have been avoided if an 
all-round and equitable rationing scheme had been intro- 
duced eighteen months ago. This winter may well be much 
colder than last, and, with new war demands added, on 
transport as well as coal, the optimism about stocks ex- 
pressed by Government spokesmen in the coal debate last 
October may prove to have been premature. Industrial 
users are being encouraged to use coke, coke breeze and 
anthracite dust, which are not affected by the cut, and to 
exercise the utmost economy in coal utilisation. The use of 
alternative fuels, increased economy and the increased use 
of outcrop coal, whose production is to be greatly expanded 
this year, will help to bridge the gap. But little immediate 
contribution to production can be looked for from the 
young recruits now entering their training centres. 


* * * 
Teachers in Training 


The Education Bill, which will take up much time 
when Parliament meets again, remains a blank cheque, 
whose value may still be much smaller than hoped for, 
until definite plans have been laid for the kind of subjects 
to be taught in «he new schools and for the recruitment 
and training of teachers. The report of the McNair Com- 
mittee on teacher’s training has been held up by a funda- 
mental dispute on the functions of training colleges and 
universities. Appointed in 1942, the Committee was to have 
reported before the end of last year; now it is merely 
hoped that it will report before Easter. Teachers’ training 
before the war was unsatisfactory. Many training colleges, 
mainly residential, were too narrow in outlook and atmo- 
sphere, and inappropriate for students of over undergraduate 
age, many of whom will be needed to fill gaps when the 
war is over. Many universities, depending much, in most 
cases, upon grants to teachers in training, regarded their 
education departments too much as side shows. In theory, 
the training colleges produced elementary school teachers 
and the universities secondary school teachers. In fact, 
secondary school teachers of no high quality were over- 
produced, and many went, disappointed and poorly pre- 
pared, into the elementary schools. There will be a sudden 
extra demand for teachers to make possible the raising of 
the school-leaving age in 1945 and the subsequent reforms at 
every stage of schooling ; an extra 80,000, it is estimated, 
will be required, with 10,000, instead of 7,000, new candi- 


.dates for training every year. The Board of Education has 


prepared, with the local authorities, an emergency scheme 
to meet the first call when the war is over, using local 
and even military facilities as far as possible. But, even if 
there were not this extra demand, there would be need 
for reform of both the training colleges and the university 
education departments. The need is to raise the skill and 
status, as well as the pay, of teachers; and, to make this 
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possible, training colleges must become much more than 
technical boarding schools. They must cater for students 
with much more experience of life than pupils straight from 
school, and they must provide for much greater contact 
during training with the practical problems of teaching. At 
the same time the universities must take a vastly broader 
view of their responsibilities in the training of teachers. At 
present the quality of university education and the quality 
of teachers’ training are mutually depressed. 


x * * 


Gaps among the Women 


The news that volunteers, in the low age groups and 
outside certain reserved occupations, are to be accepted for 
the Women’s Services is not surprising, and means no 
change in policy. There is no intention of expanding the 
Women’s Services again, and the manufacture of aircraft 
and equipment still has first claim on female labour. The 
problem is rather to keep the Women’s Services up to 
strength. In the stringent manpower situation of last year, 
when a very large transfer and recruitment of women for 
aircraft work was called for, the Women’s Services were 
not even given a sufficient allocation to cover wastage from 
ill-health and other reasons. This had two unfortunate 
effects. First, numbers inevitably tended to dwindle. 
Secondly, because of this, the regulations allowing discharZe 
for compassionate and other grounds were tightened in 
some instances to the point of harshness ; there have been 
several cases of women being kept in service against the 
advice of doctors, commanding officers, welfare societies and 
other persons well qualified to know individual and family 
circumstances. If sufficient recruits are now found to ease 
this painful situation, which has arisen through no fault 
of the military authorities themselves, the efficiency of both 
the Women’s Services and the men’s formations they serve 
will be reinforced. 


* x x 


The Biggest Depressed Area 


Recent statistical analyses have shown how badly 
England and Wales compare with other countries, particu- 
larly New Zealand and Holland, in the reduction of infant 


mortality. Yet the comparison with Scotland is favourable. - 


There the infant mortality rate, on the five-year average 
of 1934-38, was as high as 77 per 1,000 live births, com- 
pared with 57 in England and Wales and 32 in New 
Zealand. Scotland, in fact, had the highest rate of seven- 
teen countries, including the Dominions, the United States 
and all the countries of Western Europe except Spain and 
Portugal. Its place has not always been so bad. In 1880 it 
had a better rate than England and Wales or Holland, but 
since then it has only been able to achieve a reduction of 
40 per cent and has consequently fallen well behind. These 
shocking facts are found in a report* of a sub-committee 
of the Scientific Advisory Committee of the Department of 
Health for Scotland, which sat under the chairmanship of 
Sir John Boyd Orr. The report also points out that Scotland 
would need to reduce its neo-natal mortality by one-third, 
and its mortality between the ages of one and twelve 
months by three-quarters, to stand comparison with the 
best countries ; that, whereas New Zealand’s general rate 
(32) is comparable with the rate shown by Class I in the 
Registrar-General’s classification by father’s occupation for 
England and Wales, Scotland’s general rate compares with 
that of Class V, and its neo-natal rate is even worse. Thus, 
infant mortality as a whole in Scotland has lagged behind 
the rate shown by the poorest working classes in England 
and Wa'es. Investigating the causes for Scotland’s dismal 
record, the committee emphasised, first, that infant mor- 
tality is high because a large part of the population “ lives 
under poor housing conditions and in poverty.” In a 
housing survey of 1935, the percentage of families found 
overcrowded in Scotland was 22.5, compared with 3.8 
in England and Wales, and the percentage living in over- 
crowded conditions is still higher. An investigation by Sir 
John Orr in 1936 showed that ro per cent of the population 
of Great Britain had an income per head of less than Ios. 
a week, which meant that less than 4s. was spent on food. 
A similar investigation in Scotland showed that twice as 
high a proportion of the population is in this income group. 
The effects of poverty on the mother’s diet during preg- 
nancy and after are stated to be one of the prime causes 
of infant mortality. Thus, the two chief recommendations 
of the committee are better housing 


* “Infant Mortality in Scotland.” 
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In Scotland the housing position is so bad that it cannot 
wait on formal town planning, 

and an improvement in diets such as was recommended 
at the Hot Springs Conference. It further recommends an 
extension in the child welfare services, in antenatal clinics 
and in maternity hospitals; Scotland’s ratios of children 
and mothers attending clinics and of health visiting again 
compare very unfavourably with those of England and 
Wales, and in the latter the expenditure per birth in 1935 
was £5.2, whereas in Scotland it was only £3.5. All these 
statistics, in fact, are further proof of the poverty of Scot- 
land. Its infant mortality rate is a true indication of its 
position as Britain’s biggest distressed area. 


x x * 


Post-war Priorities 


A common view in official circles is that plans for long 
term reconstruction must give way to plans for demobilisa- 
tion. In mere chronology, of course, this is true ; the first 
task will be to releaSe and employ serving men and war 
workers. Food, work and homes for the first post-war 
months come first. In policy, however, this distinction— 
used as it may be to excuse lack of thought for a longer 
period—is very dangerous. It may be comparatively easy, 
as the experience of 1918-19 showed, to find some sort of 
work at once for demobilised soldiers. The most important 
point is that this work should be lasting ; and this cannot 
be secured unless planning for demobilisation is itself only 
part of planning for the most productive possible national. 
economy in the first postwar decade at least. 


* *x * 


UNRRA Reports 


Widespread demand for some comprehensive survey 
of the programme outlined by UNRRA has now been met, 
to some extent, by the very belated publication of the 
resolutions and reports adopted at Atlantic City in Novem- 
ber. The value of the White Paper lies more in the collection 
and accessibility of the decisions arrived at than in any new 
light on the nature of the proposed system of relief and re- 
habilitation. The same points, extracted from a diversity of 
sub-committee reports and statements in The Economist on 
December 11th last year (page 778), are here sorted out and 
emphasised. The essential principles of limiting assistance to 
immediate needs for consumption ; of subjecting UNRRA’s 
activities to the consent and control of the military autho- 
rity ; of establishing effective systems of rationing and price- 
control ; of distributing supplies free of political discrimina- 
tion ; and of making liberated countries pay as they can, 
without assuming the burden of an enduring foreign ex- 
change debt—are stated plainly. Together with the kind of 
methods proposed to effect relief and rehabilitation, however, 
they serve to underline the nature of UNRRA as a purely 
temporary instrument, establishing merely the pre-requisites 
of economic order and stability, without which no compre- 
hensive scheme of reconstruction, national or international, 
can be contemplated. That UNRRA itself is aware of its 
strictly limited scope is important, and much to be wel- 
comed ; but it is more important still that governments and 
peoples alike should also recognise it, and should not fall 
into the error of quieting their consciences with the sop of 
relief without deciding upon more radical economic re- 
construction. Otherwise UNRRA may gradually be saddled 
with more responsibilities than its powers and machinery 
can bear, and problems will be left untackled for want of 
a more adequate instrument of international government. 


* * * 


Boom in Betting 


Previous estimates of large increases in the volume of 
betting on sporting events since the outbreak of war have 
now been: supplemented by detailed data relating to grey- 
hound racing. The Churches’ Committee on Gambling has 
issued hitherto unpublished figures on totalisator returns 
on the principal dog-tracks in the country, which un- 
doubtedly show a boom in this national amusement. Not 
unnaturally, the increase is greatest in industrial areas, 
where temporary increases in population and employment 
are bound to have repercussions on the volume of money 
spent on amusement as on other, essential, consumption 
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goods. Compared with an increase in London of only 73 per 
cent, Birmingham is representative of industrial districts 


in its increase of 124 per cent. Nevertheless, London, . 


with its 19 tracks out of a national total of 92, 
still shows the largest regional turnover, and over 
half the tote betting in the country is staked on London 
tracks. Side by side with the boom in dog-track betting 
should be remembered the undoubted increase in off- 
the-course betting on horse-races, especially in factories and 
workshops, together with a probable rise in the actual 
number of people gambling on football pools. Considered 
in relation to the general rise in ‘personal consumption, 
however, which is also concentrated in the same industrial 
areas, the total increase in greyhound totalisator receipts 
since 1938 is not astonishingly high. In fact, the propor- 
tionate rise in these receipts, spread over the whole country, 
is only a third, compared with the increase of over 50 per 
cent in personal consumption expenditure between 1938 
and 1942, estimated in the 1943 Budget White Paper. 
Taking the volume of betting as a whole, it seems unlikely 
that the anxiety of the Churches’ Committee for the moral 
welfare of the nation need be heightened, nor those con- 
cerned with the direction of a war economy unduly dis- 
turbed, by any statistics of a dog-track boom. The restric- 
tions on football pools, and the gradual reduction of horse- 
racing events, will necessarily increase the volume of money 
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spent on other forms of betting. In the case of dog-racing, 
where the number of races has been cut by §0 per cent, 
where races are held out of normal working hours, and 
where the wastage of labour and food is obviously less than 
with either pools or horse-racing, it seems unreasonable to 
carp overmuch at any recorded rise in its popularity. 


Shorter Notes 


The first part of the transfer of “common interests ” 
from France to the Syrian and Lebanese Governments was 
concluded this week when the French handed over the 
Customs tobacco monopoly. Among the other “common 
interests ” which are to be transferred are all public security 
except the Army; public works; economic and financial 
departments ; inspection of posts and telegraphs ; the legis- 
lative department ; and the control of quarantine and of the 
tribes. Other transfers will be considered later. 

* 


In an article on “India’s Economic Needs” in The 
Economist of December 18, 1943, on page 805, it was stated 
that “ the currency in circulation in India has risen from 
Rs. 60 crores in August, 1939, to Rs. 800 crores last month.” 
The first figure should have read, “Rs. 169 crores.” 


AMERICAN SURVEY 


Misgiving on 


Thanksgiving 


(From Our Washington Correspondent) 


Thanksgiving Day 
T™ year, a fair part of the domestic Thanksgiving 
turkey supply flew the coop of price control. The 
symbolism of the American holiday makes that fact temp 
ting to the moraliser. 

Because the means were in sight to carry out their main 
objective, that of living through the winter, the members 
of the Plymouth colony declared a day of Thanksgiving after 
their harvest of 1621. Subsequently, a confusion arose 
between means and ends: having turkey-and-all-the-fixin’s 
became the main purpose of the day. (And in the later 
1930’s the turkey-and-fixin’s were themselves pushed back 
a week by the President—to what the Republicans termed 
Franksgiving in response to merchandisers’ desire to 
increase the interval for the display of. Christmas goods.) 
This.) Thanksgiving time, when members of American 
families were scattered around the entire world, the relation 
between the turkey and the objectives became pertinent 
again. 

As to those in the Armed Forces, the news has been that 
they are progressing toward their objectives and their turkey 
has been progressing toward them. Under an order of the 
Food Distribution Administration, sales of turkey were 
restricted to the supply branches of the Armed Forces until 
ten million pounds should have been acquired. When the 
limitation was terminated on October 25th, the military 
situation in regard to turkey was evidently well in hand—a 
national magazine previewed the results by a cover showing 
a soldier, eyes popping and mouth stuffed, waving a drum- 
stick of non-military origin. 

But in Washington on Thanksgiving eve, the District of 
Columbia OPA office was wailing for help from the OPA’s 
of surrounding Maryland and Virginia. The marketmen of 
the adjacent counties had been up-country the preceding 
week-end, gathering turkeys till their yards were a-gobble 
by Monday and Tuesday when the killing-and-dressing 
process began. The plump yellow piles of finished birds 
had hardly begun to mount when men drove up in cars. 
They were not from the neighbourhood families who regu- 
larly engaged a turkey a few days ahead. They took twenty 
and thirty turkeys at a time. Washington market receipts 
were correspondingly lightened ; the number of birds sold 
under ceilings correspondingly reduced. Apparently .the 
country did a much better job getting turkey to the military 


than handling the distribution of the civilian supply. 

That is the point at which the story turns into a moral, 
for the war production records of the past months have been 
made possible by a substructure of civilian economic rela- 
tionships that is now cracking under accumulated strains. 
In the application of the various civilian wartime controls, 
exceptions are disproving rules with some regularity. 

The wages-and-prices spiral is being given a ‘new per- 
manent. The House has gone on record against the subsidy 
method of keeping down food prices—the Bill continuing 
the Commodity Credit Corporation, whose Section 3 
prohibits subsidies in any form, was passed by a 278-117 
vote. Section 3 would put an end to the present subsidies 
of dairy products, butter, meat, etc. It would forestall a 
possible subsidy intended to keep the price of bread at 
10 cents a loaf, to maintain the price of wheat at least where 
it is, and still to relieve the present pinch on the people 
between the producer and the consumer. The result of 
suspending existing subsidies is estimated as a rise of about 
7 per cent in food prices. A presidential veto is anticipated 
if the Bill should pass the Senate in anything like its present 
form, and it is also anticipated that the veto would be 
sustained. That would leave the whole question to be dealt 
with again in time to prevent the CCC automatically expir- 
ing. with the last stroke of December 31st.* 

Statistics on what has happened to prices are these: As 
of October 15th the Department of Agriculture’s general 
index of farm prices stood at 116 per cent of “ parity” ; as 
of the same date, the Department of Labour’s cost of living 
index showed a rise of 23.4 per cent over January 15, 
1942 ; by items, food was up 41.3 per cent, clothing 32.1 per 
cent, rent 2.9 per cent, fuel-electricity-ice 7 per cent, house 
furnishings 26.4 per cent, miscellaneous items 15.4 per cent. 

Why did an addition of some 7 per cent to the first of 
these items not seem formidable to Congress? First, because 
the consumer interest rarely gets organised before the 
eleventh hour. The High Cost of Living, or H.C. of L., a 
strong issue of the political life of Wilson’s day, will doubt- 
less put in an appearance in time for next year’s campaign— 
articles captioned “The White Collar Burden ” ; “ Plight of 
Nation’s Unorganised Workers in Face of Rising Living 

* Editor’s Note. As the Senate adjourned without taking any 


action, the subsidy programme has been given a few weeks’ 
grace. 
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Costs” ; “ How Income of Group Compares with that of 
Factory Employees, Farmers” have already begun to make 
prominent space. But the subsidy fight was a conflict 
between the factory employees and farmers. The commercial 
farm bloc gathered .Republicans and Conservative Demo- 
crats and made a successful push against labour and the 
New Deal. 

The anti-labour appeal of the farm bloc took both a 
specific and a general form. Commercial farm constituents, 
operators on a scale large enough to make them employers, 
were specifically aware that the farm wage rate index, which 
averaged 118 between’ 1935 and 1939, stood at 272 on 
October 15th of this year ; wages-with-board jumped from 
$26.00 to $65.22 in that interval. With this going on, they 
argued, why keep the lid on farm prices? A broader group 
of constituents opposed subsidies less because the com- 
mercial farmers didn’t want price ceilings than because 
organised labour did. A vigorous drive by Labour to: tie 
wages up to the rising cost of living is well advanced in the 
planning stage—the time for renewal of contracts in the 
automotive industry, for instance, is nearly at hand. — 

In turn, the recent rail wage increase is an incentive to 
the railroads to raise freight rates ; over large segments of 
industry, increased costs will come back to the public again 
in the bills for war contracts: made on a “ cost plus ” basis. 

Behind the Little Steel formula, which has tried to freeze 
both wage rates and the cost of living, was the President’s 
speech of April 27, 1942, which said that to prevent inflation, 
concurrent action was required on the following seven 
points: (1) Taxation, to provide revenue and control profits ; 
(2) Ceilings on prices and rents ; (3) Wage stabilisation ; 
(4) Farm price stabilisation ; (5) War bond purchases ; (6) 
Rationing of essential scarce commodities ; (7) Restriction 
of credit. The present situation on the first of these points 
illustrates the difference between current progress on the 
military side of the war and current ineffectiveness with 
regard to the civilian structure that makes such progress 
possible. The Treasury urges a $10} billion tax bill this 
year. The Congress is talking, still vaguely, about something 
in the neighbourhood of $2 billion. The probability is 
thereby increased that mink coats will lose their traditional 
status as symbols of the wages of sin and come to signify 
merely the wages of war production. 

In one sense only can these developments—or their absence 
—be called forward-looking: to November, 1944. Last 
November’s elections showed the domestic unpopularity of 
the Administration. Republican committeemen, in urging 
the adoption by both parties of identical foreign-policy 
planks, are proposing a necessary basis for continuity in 
American foreign policy ; they are also proposing to confine 
the election to issues on which they can almost certainly 
win. But if the domestic front is disintegrated by a wave of 
inflation there will not only be no background for future 
foreign policy ; there will be grave problems in maintaining 
production for war. 


American Notes 


‘*Crime Against America’ 


The statement, now widely attributed to General 
Marshall, that the threat of a railway strike, and the steel 
stoppage, amounted to the “damnedest crime against 
America” and might prolong the war by bolstering up 
wavering morale in the Axis and satellite countries, has 
evoked a storm of protest. Mr William Green, president 
of the AF of L, has called the statement “ irrational, unin- 
formed and inflammatory,” and the issue of military inter- 
ference in civilian matters has been raised. Even commen- 
tators who support the argument regret the official 
anonymity under which it was cloaked. Although this may 
have been il!-advised, there are signs that the traditionally 
pro-labour Administration is not unsympathetic with this 
expression of the soldiers’ discontent with strikes at home. 
It was intimated that President Roosevelt and the unnamed 
military source “were thinking along the same lines,” and 
Elmer Davis, head of the Office of War Information, in a 
New Year’s address, made much of the different concep- 
tions of duty on the war fronts and in the factories. This 
sharper note followed the realisation that although the rail- 
road strike wou'd probably not take place, the underlying 
dispute was still unsolved. The fifteen non-operating unions 
have rejected the basis on which President Roosevelt offered 
to arbitrate their claim for overtime pay, calling the joint 
consideration of a wage increase and overtime pay “a gross 
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injustice.” The unions apparently fear that the effect of the 
decision on the claims of two of the operating unions may 


-mean that wages wil! be frozen for the duration; and 


according to a White House statement they are demanding, 
not only the sliding-scale increases recommended by an 
earlier wage board, but overtime payments on top of these. 
A statement by Mr Davis, head of the War Labour Board, 
also makes it clear that the main issue in the steel dispute 
has not yet been reached. The strike last week concerned 
only the question whether a wage increase, if one is granted 
and approved by the WLB, would be made retroactive to 
the date the old contracts expired. The threat ot further 
labour disputes, therefore, still hangs over the Administra- 
tion ; and the President probably did not entirely regret 
the forceful language of the General’s rebuke. 


* x * 


Pearl Harbour Doctrine 


The state of Minnesota, buried in the heart of a 
continent, is creating a record for imaginative thinking on 
world affairs. The state which made Harold Stassen its 
Governor, and sent Joseph Ball to the Senate, has now given 
birth to a “Pearl Harbour Doctrine” which its sponsors 
hope will serve as companion piece to the Monroe Doctrine. 
Its statement of policy reads: 


When any nation, anywhere in the world, openly pro- 
claims the theory that might makes right, and makes vast 
military preparations against fictitious foes; or attacks its 

- neighbours, and embarks on a career of conquest, such action 
is a threat to our “ life, liberty and pursuit of happiness,” and 
to the sovereignty of the people of the United States. We, 
therefore, stand ready to support a rule of international law 
co-operatively backed by adequate force. 


The Minnesota United Nations Committee, staunch backers 
of Governor Stassen, have worked out an elaborate adver- 
tising campaign to bring the issue of internationalism down 
out of its intellectual clouds, and to reach the average 
citizen by capitalising on his two basic wishes, for peace 
abroad and economic security at home. One of their main 
objects is to rescue the word “ sovereignty ” from the neo- 
isolationists, who have made great play with this magic word 
to throw mud on any form of partnership or co-operation. 
General Booth did not see why the Devil should have all 
the good tunes, and these Minnesotans do not propose to 
let the isolationists copyright all the good slogans. Selden 
Menefree, writing in the Washington Post, expresses some 
doubts about the huge amount of money necessary to popu- 
larise the doctrine throughout the nation, and fears that 
even if the poison were extracted. from the word 
“sovereignty” new witch words would be found. There 
may also be some reservations about the name. If Pearl 
Harbour is a symbol for anything, it stands for the reluctance 
of a country to fight until its own naval bases are bombed, 
and although it is all to the good to exploit the emotional 
impact of Pearl Harbour, the committee is surely aiming at 
a policy which is. precisely the opposite. Perhaps this is 
looking the gift horse too closely in the mouth. The cam- 
paign appears to be based on a sound educational approach ; 
it is renewed evidence that the Middle West is not solidly 
isolationist. 


* * «x 


Discrimination in War Industry 


The Administration’s attempt to diminish racial dis- 
crimination in war industries is becoming a national issue. 
The President’s Fair Employment Practice Committee has 
met with a flat refusal from some of the south-eastern rail- 
way companies which it had ordered to cease discriminating 
against the employment of negroes. This refusal has raised 
once more the question of the legal and constitutional 
authority of the Committee. Created by an executive order 
on June 25, 1941, the committee has had a series of agency 
homes, and, finally, after a decision of the War Manpower 
Commission to postpone hearings on railway discrimina- 
tion, the President made it an independent agency in May, 
1943. Its authority was recently challenged by the South- 
Western Bell Telephone Company, which refused to 
execute a contract containing the standard FEPC non-dis- 
crimination clause, and the company was upheld by the 
Comptroller-General, who ruled that the President’s order 
was merely a directive, and not mandatory. The resulting 
storm in the negro and liberal press prompted President 
Roosevelt to declare that the clause was indeed mandatory, 
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not only in prime war contracts, but in all sub-contracts 
as well. This the railroads now dispute, arguing that com- 
pliance would handicap the war effort and that the FEPC’s 
order violates the Railway Labour Act. According to Mr 
Ross, the FEPC chairman, the railroads have a!so tried to 
stir up alarm by pretending the order was designed to 
support “ alleged pretentions of negroes to be engineers and 
conductors,” whereas in reality it was only concerned with 
their hiring as firemen. The stand of the railways is ex- 
pected to be supported by the Railroad Brotherhoods, and 
there may be a congressional investigation of the FEPC. 
President Roosevelt has already appointed a committee of 
three as his personal representatives in the matter. The task 
of forming a policy to make the greatest use of negro man- 
power in the war effort without incurring the handicap of 
white hostility, both on the part of management and labour, 
is plainly one. of great difficulty and delicacy. In an election 
year it is further complicated by the desire of both parties 
to secure the negro vote and the temptation to accuse the 
party in power of playing politics with the war effort to 
this end. Within the Democratic party itself, the Southern 
bloc is likely to have even less sympathy for the aims of the 
Administration in this matter than it displayed on the 
soldiers’ vote issue. 


x x 


The Brunt of Invasion 


Public opinion has taken with calm Senator Johnson’s 
forecast that 73 per cent of the Army of invasion would be 
American. Senator Wheeler, the Chicago Tribune, and a 
iew other professional trouble-makers, have done their best 
to make mischief out of this estimate, which is, as yet, 
wholly unofficial and unauthorised. Senator Wheeler talked 
wildly of massacre, and declared that Americans “ would 
not stand for it.’ The suggestion that Britain intended to 
fight to the last American has been revived. These insinua- 
tions seem to have fallen on barren soil. There has been, 
indeed, in the past week, a remarkable rally of opinion in 
newspapers of all shades. It has been pointed out that, as 
the population of the United States is about three times 
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that of Great Britain, it is inevitable that American forces— 
both in manpower and equipment—will outweigh the British 
in the Army of Liberation. The opportunity has been taken 
to pay warm testimony to the way in which limited British 
manpower has been strteched to provide the sinews of 
land, sea and air war; and the disproportionate burdens 
borne by Russia and Great Britain in other theatres have 
been stressed. This episode is encouraging for more than 
one reason. It was better that this particular snake should 
be scotched now than that it should appear later on during 
a time of emotional tension and bitter losses. It is also en- 
couraging proof of the firmness and detachment with which 
the American public has learned to consider the more 
sombre realities of war. The burden of invasion costs as 
outlined by men of Senator Wheeler’s stamp might have 
been reasonably expected to provide a severe trial of United 


Nations unity. So far the test has been passed with flying 
colours. 


Shorter Notes 


A Gallup poll asking the question: “Would you favour 
adding a law to the Constitution which would prevent any 
President from being re-elected in the future if he had 
already served two terms? ” showed for the first time a 
greater than 50 per cent favourable response. Those voting 
“Yes” at this time total 54 per cent against 46 per cent in 
April, 1943, and 41 per cent in 1940. 


* 


The campaign to “Make General McArthur Com- 
mander-in-Chief ” (i.e. President) has been launched in 
Illinois, where his supporters have begun to collect peti- 
tions to place the General’s name on ballots for the Illinois 
presidential preference primary elections. The fact that the 
General has not been consulted is no bar in Illinois, where 
the candidate’s consent is not necessary. 
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O* Tuesday the French Consultative Assembly met for 
its second session at Algiers. The agenda reflects 
the degree to which the Assembly, despite its consultative 
character, has already extended its powers into the field 
of legislation. Three main issues figure on the agenda: the 
Budget ; the restatement of French colonial policy ; and 
the establishment of a Provisional Government in France 
when iiberated. 

The session is expected to last three weeks. The original 
‘regulations only provided for eight-day sessions, Thus the 
miniature French Parliament d’outre mer has, in yet another 
respect, won the first round ; for those who called it into 
being did not expect it to grow so rapidly in stature. It is 
a reflection of the strong urge to restore parliamentary rule 
to France. 

To solve the problem of the Provisional Government, two 
schemes are before the Consultative Assembly. One is asso- 
ciated with the name of the Commissioner of Justice, 
M. de Menthon, and reflects General de Gaulle’s own 
conception. The other, put forward by M. Vincent Auriol, 
former Minister of Finance in M. Blum’s Popular Front 
Government, has the support of most Socialists. The 
Menthon plan provides for the election of municipal and 
general councils immediately after the liberation of France. 
These councils would choose delegates who, in their turn, 
would elect from their members a Consultative Assembly. 
The Consultative Assembly would then appoint the Chief 
of the Provisional Government. - 

The most significant departures from French constitu- 
tional tradition suggested by the Menthon scheme are, 
first, indirect elections; and, secondly, the irresponsible 
status of the proposed Provisional Government. The 
appointed Chief introduces the members of his Government 
to the Assembly, which can accept or overthrow the 
Government en bloc, but cannot vote against any one 
Minister. Once the Assembly has passed a vote of confidence 
in the Government it becomes a purely consultative body, 
without any legislative powers, and cannot overthrow the 
Government in any circumstances. 


From Instability to Autocracy ? 


The motive behind this reform is clear. The old 
parliamentary practice which made French government 
so unstable before the war is ruled out. The 
familiar see-saw of coalition and _ counter - coalition 
disappears. But the scheme’ represents a very extreme 
reaction from the unhappy experience of unstable 
Governments. It provides for a Government which, while 
stable, will be irresponsible. There is a chance that the 
remedy may result in killing the patient—parliamentary rule 
itself. 

It is right, and necessary, that the Provisional Govern- 
ment should have power to act; that it should possess the 
initiative in policy and legislation; and that it should be 
protected against the changing mocds and whims of the 
couloirs. But it is equally essential that the existence of 
that Government should ultimately be dependent on the 
confidence of the Assembly. For this the Menthon project 
makes no provision. The Assembly, having brought the 
Government into being, will relapse into nothingness like 
the animal that is said to die when it has given birth. 

The consequences of such an arrangement can only be 
properly seen against the likely background of French 
politics immediately after liberation. There seems at the 
moment to be no doubt that General de Gaulle will be 
the only candidate for Chief of the Provisional Government. 
He will be at the peak of his popularity. The French people 
will welcome him as the great patriot who raised the banner 
of resistance in 1940. But this enthusiasm for the liberator 
will not imply popular consent to the authoritarian pro- 
gramme ascribed to General de Gaulle by his critics. The 
critics are afraid that patriotic enthusiasm may be exploited 
for the establishment of personal rule, and so they distrust 
the implications of the Menthon scheme. 
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The first normal ‘elecition—it is claimed at Algiers—could 
not take place until a year after liberation, when the 
prisoners of war and deportees will have returned to France. 
The intervening year will be a period of the greatest im- 
portance ; the decisions taken in the course of it—and faits 
accomplis—will weigh upon the future. And during that 
year, in the Menthon scheme, there will be no constitutional 
means by which the Assembly could check or correct the 
policy of the Provisional Government. 

Moreover, the Menthon scheme proposes to settle the 
new Constitution in the transition period also. The scheme 
provides for a Legislative Commission consisting of eighty 
members, of which forty would be chosen by the Assembly 
and forty by the Chief of the Government. From the reports 
available so far it looks as if this Commission would act 
as a Constituent Assembly. As the majority of the Com- 
mission is most likely to consist of Gaullists, the Constitu- 
tion, too, would almost certainly bear the Gaullist mark. 
The Commission would make not only the new Constitu- 
tion, but also a new electoral law; and the next election 
would take place within a new constitutional framework 
settled, “once and for all,” without any appeal to the 
popular verdict. To the*extremest critics the whole schemz 
looks like a plan for a quasi-Bonapartist plebiscite, in 
which the initial popular vote will be taken only in order 
t6 extinguish all popular control. 


The Alternative 


The counter-plan of M. V. Auriol seems, unfortunately, 
to be very ill-adapted to meet the needs of transition. 
M. Auriol rejects the idea of elections altogether. According 
to his scheme, the Provisional Government would be set 
up by an Assembly of Liberation, composed partly of 
members of the old Parliament and partly of representatives 
of the movements of resistance. The Provisional Government 
would be responsible to and controlled by the Assembly. 
The argument advanced by the supporters of the scheme 
is that no valid elections can take place before the return 
home of two million electors, prisoners of war and 
deportees. The crucial question, therefore, is how long it 
will take before conditions allow for normal, full-dress 
elections. Should it take not more than, say, two or three 
months, then there really seems to be no reason why 
fundamental constitutional changes should be _ rushed 
through by a Provisional Government. But if—as it is 
very possible—the period of transition were to last longer, 
then a Provisional Government brought into existence and 
controlled by a non-elected and arbitrarily composed 
Assembly simply would not possess the authority needed to 
cope with the difficult and urgent tasks with which it is 
certain to be confronted. M. Auriol’s scheme offers no safe- 
guards against instability of government. 


The Process of Amendment 


The Consultative Assembly at Algiers will probably not 
pronounce on the two schemes before the last week of its 
session. Some Socialists are opposed to M. Auriol’s scheme, 
and many non-professional Gaullists view the de Menthon 
plan rather critically. There is a considerable feeling that, in 
any case, such fundamental reforms as the change of the 
Constitution should be left to a genuine Constituent 
Assembly after popular elections. Firm safeguards are 
needed against the uneasy see-saw which in the past gave 
few French Governments the chance to pursue a policy over 
a reasonable period. These may possibly be found in the 
power of the Chief of the Government to dissolve the 
Provisional Assembly and order new elections after his 
Government has been defeated in a vote on a matter of 
confidence. Some amendments to the de Menthon project 
have already been announced, and others are likely to come ; 
these aim at taking the “Bonapartist” sting out of the 
suggested plan. What is now happening at Algiers is onlv 
the first act of a great constitutional drama. 
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Sweden’s War Finances 


[By A CORRESPONDENT] 


January 3rd 
VARIOUS estimates agree that roughly 40 per cent of 
Sweden’s nominal national income is absorbed by the state 
and the communes. The total budget expenditure during 
the financial year 1942-43 amounted to Kr 4,261 million 
and expenditure for the current year, which ends in June 
1944, is estimated at Kr 4,151 million. Last year’s deficit, 
which was covered by loans, amounted to Kr 1,600 million, 
and the deficit for the current year will again exceed Kr 
1,000 million. Until 1942-43 there were, roughly speaking, 
the ordinary budget, in which revenue and expenditure 
balanced, and the defence budget. For the current year, both 
budgets have been combined, and the defence expenditure 
is carried in a general account as a budget of preparedness. 
The ordinary revenue reflects the general tendency of the 
financial measures introduced since the beginning of the 


. war, and its main items were as follows: 


(Million Kronor) 
1938/39 1941/42 1942/43 


Tolal POVORUE .....6 6s cdc cieccweess 1,442 2,268 2,701 
{ncome, property and profit tax.... 436 851 993 
BRIE TIRE ono o.0-0:5'5.0:0.0 6-00 00 96 01 130 31 49 
Import duties and excise .......... 537 919 1,141 
Income from state-owned concerns.. 197 344 372 


During the four years of the war, total revenue a!most 
doubled. The fact that income tax and the property and 
profit taxes doubled during these years is common to 
almost all belligerent and neutral countries. Import duties 
and excise, on the other hand, increased by 113 per cent. 
This would indicate that the present volume of imports, 
which may be estimated, by comparing the price indices 
with the value of imports, at roughly 50 per cent of the 
last pre-war year, must actually be smaller. The revenue 
from the motor car tax is almost an exact indicator of the 
restrictions placed on motor transport, which reached its 
lowest level during 1941-42. The increase recorded in the 
following year shows that a considerable number of motor 
vehicles returned to the roads fitted with generators. 

In 1942-43, the defence budget expenditure, which in- 
cluded extraordinary expenditure for maintaining essential 
supplies for the population, amounted to Kr 1,335 million. 
The estimated expenditure for 1943-44 comparable with this 
item will reach Kr 1,260 million. In other words, certain 
items of the defence expenditure, mainly, probably, the cost 
of the construction of factories and substitute plants, have 
been reduced because construction came to an end. It may, 
however, be assumed that at the same time state subsidies 
to agriculture and other price subsidies are still increasing. 
The most interesting point is that it has not been possible 
to keep defence expenditure within the limits set by the 
original Five-Year Plan for defence. The estimated annual 
expenditure amounting to Kr 775 million has been exceeded, 
and the deficit has consequently risen more. quickly than 
was expected. The national debt has increased as follows: 


(In million kronor) 


August, 1939........ 2,500 End of 1941 ........ 6,149 
End of 1939 ........ 2,808 gs kaka 8,143 
DI is ka 4,518 », july, 1943 :. 8,730 


The total national debt has thus almost reached the total 
of the nominal national income of the last ‘year before the 
war. It is, however, clear from the charges in the annual 
increases in the debt that borrowing policy changed its 
character in the autumn of last year. A new loan was 
issued, although it was clear that immediate financial expen- 
diture could have been covered by tax payments at the 
turn of the year. Yet the loan was issued, and its main 
purpose was to reduce excess financial liquidity. 

The excess in financial liquidity is a source of great 
anxiety in Sweden and the fear of inflation seems to be 
real. During the four years of the war, the note cir- 
culation has increased by 45 per cent, which is a relatively 
small rise but sufficient to keep the fear alive. There is 
also the unpleasant prospect of a surplus in shipping ton- 
nage when normal conditions have been restored after 
this war. No doubt, Swedish industrial and financial circles 
are thinking of the coming post-war period in terms of the 
post-war period of 1918 to 1925. Leading economists pre- 
dict that it will_ be necessary to devalue the currency 
because of the huge national debt, whereas industrialists 
and banking circles cherish the hope that boom conditions 
after the war will make it possible for industry to continue 
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within the framework of the exaggerated price level. It is 
hoped that during the boom industrial activity will be 
adapted to higher prices and to the financial liquidity which 
is at present largely superfluous. 

Sweden’s commercial banks and other financial institu- 
tions, such as savings banks and insurance companies, are 
as completely controlled as in any belligerent country. The 
huge state expenditure has resulted in the banks becoming 
mainly collectors of deposits and in the state taking the 
place of private industry as their debtors. Before the war, 
Swedish commercial banks were already in a difficu't posi- 
tion. There was a strong tendency to concentration in 
Swedish industry, and the iarge concerns naturally made 
themselves financially independent of the commercial banks. 
During the war, this concentration has continued, in addi- 
tion to the growing influence of the state. Cheap money 
policy has at the same time reduced the banks’ profit 
margin and particularly that of the savings banks, which 
have suggested that a limit should be placed on the accept- 
ance of deposits from small savers. 

Sweden’s economy is bound up with world trade and 
world shipping. The large import surpluses have been paid 
by income from shipping and from foreign investments. 
Before the war, Sweden’s merchant fleet amounted to 1.6 
mi'lion gross tons, and in 1939 the income from freight 
services for foreign countries was estimated at Kr 237 
million. During 1942, when shipping losses since the begin- 
ning of the war had reached almost 30 per cent of the 
total tonnage, the income from these services for foreign 
countries was estimated at from 325 to 375 million kronor. 
Thus, the greater part of the Swedish merchant fleet plied 
outside the Skaggerak. The tonnage chartered by Great 
Britain alone was reported to have been 450,000 since thi 
war, of which, however, roughly 300,000 tons had been 
lost. During 1939 and 1940, Sweden’s balance of payments 
was unfavourable because of the very heavy imports. But 
during 1941 the balance showed a net surplus amounting to 
Kr 390 million, which decreased during 1942 to Kr z60 
million. 

It is worth noting, in connection with Sweden’s industrial 
effort, that rough'y three-quarters of the total shipping 
losses have been replaced by new construction. The ton- 
nage launched at Swedish shipyards was 155,000 in 1940, 
161,000 in 1941, and 134,000 in 1942. In the summer of 
1943, 68 ships, with a tonnage of 326,000, were under con- 
struction, and the total orders placed with Swedish con- 
cerns amounted to 652,000. A large part of the tonnage 
under construction was on German account, which explains 
why Germany was very anxious to supply the necessary 
plate. There were, however, indications that Germany was 
unable to deliver the promised quantities in full. 

The industrial and financial difficulties, which increase 
or decrease in conjunction with the changes in the general 
situation and particularly with the changes in the relations 
between Sweden and Germany, are aggravated by the 
fact that the re'atively large production of war materials 
cannot be continued. Neutral Sweden seems to have reached 
saturation point in war production. Since this material can- 
not be used in actual warfare, because of Sweden’s neu- 
trality, production has to be adjusted. Thus, a change-over 
is necessary which will create new difficulties at a time 
when, outside Sweden, the war continues. 
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Eire and Denmark—A 
Comparison 


[FROM OUR DUBLIN CORRESPONDENT] 


December 28th 


COMPARISONS between Eire and Denmark—two countries 
alike in many respects yet different in’ many others—are 
commonly made, usually to the disadvantage of Eire. Den- 
mark is constantly held up as a model for Eire to follow, 
and the Danish farmer as a model for the Irish farmer. It 
is important that such comparisons should be based on 
exact statistical information, Dr J. P. Beddy, secretary ot 
the Industrial Credit Company, has performed a useful ser- 
vice in compiling a paper for the Irish Statistical Society 
comparing the principal economic features of the two coun- 
tries. Why is it, he asks, that Denmark, which is smaller 
than Eire, with a less equable climate, a lighter and poorer 
soil, no coal or water power or mineral deposits, should 
maintain a larger population, a greater agricultural output, 
a more developed industrial system, a higher national in- 
come and a better: standard of living? 

The population of Denmark is 25 per cent greater than 
that of Eire. The respective densities per square mile are 224 
and 112. If Eire had the same density as Denmark, its 
population would be 6,000,000, or twice what it is. For the 
last half-century the Danish population has steadily grown, 
whereas the Irish has steadily declined. The reason for 
this difference is the great emigration from Ireland. The 
Danish population is much more urbanised than the Irish ; 
the rural populations of Denmark and Eire are respectively 
38 and 68 per cent. The density of the Danish agricultural 
population is greater than the Irish—7o and 55 respectively 
per thousand cultivated acres. If Eire had the same density 
as Denmark, its occupied agricultural population would be 
increased by about 175,000 and its rural population by 
about 350,000. 

Danish agriculture is certainly much more intensive than 
Eire’s. In Denmark, the percentage of total land tilled before 
the war was 61, in Eire 22; the respective figures for per- 
manent grass were 13 and 47. Since 1870, the area under 
cereals in Denmark has slightly declined, but the area under 
root and other crops has substantially increased. In Eire, 
on the other hand, the areas under cereal and root crops 
have both declined. In 1871, the area under root crops in 
Denmark was about one-third of that in Eire; in 1933, it 
was three times as much. The changes in Danish agricul- 

. ture were the result of the .development of an intensive 
animal husbandry based upon tillage and the specialised 
production of high-quality dairy products. Eire, on the other 
hand, with a heavier soil, milder winters and abundant 
rainfall, adopted a system of animal husbandry based upon 
grass, calling for less capital and less labour. The density 
of livestock in Denmark increased very rapidly. Between 
1871 and 1938, Danish milch cows increased by 85 per cent, 
other cattle by 150 per cent, and pigs by 575 per cent. In 
Eire during the same period, milch cows increased by 6 per 
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cent, other cattle by 40 per cent, while pigs decreased by 
28 per cent. If Eire had the Danish density of livestock 
to-day, the number of milch cows would be increased by 
1,100,000, and the number of pigs by 3,300,000. The volume 
of production, both per acre and per man, is much greater 
in Denmark than in Eire. Farming profits are higher and 
the standard of living of the rural population is superior. 

Industrially, Denmark is also far ahead of Eire. In a pre- 
war year, the value of the gross output in Denmark was 
£219 million and the numbers employed 460,000, compared 
with £81 million and 153,000 respectively in Eire. Danish 
industry grew up, without any protective tariff, to meet the 
growing demand of the agricultural community for indus- 
trial products of all kinds. About 80 per cent of industrial 
commodities consumed in the country are home produced. 
Important export industries have also been developed, 
notably shipbuilding, and the manufacture of cement 
machinery, marine engines and dairy machinery. Shipping 
services constitute a substantial invisible export. The ex- 
perience of Denmark supports the opinion that Eire could 
develop export industries concentrating on high-class 
specialised products, and that the growth of secondary in- 
dustries is best secured by the expansion of the agricultural 
income. That such an expansion is compatible with a large 
volume of external trade also emerges from a study of 
Danish conditions. Denmark imports and exports consider- 
ably more per head of population than Eire, and yet suc- 
ceeds in maintaining a more intensive agriculture and a 
more developed industry. 

The contrast between the two countries is certainly 
striking and calls for explanation. The outstanding cause of 
the different agricultural developments is the difference of 
climate. Ireland could have done what Denmark did, but 
Denmark could not have done what Ireland did. The very 
excellence of the Irish climate is, in some ways, a curse to 
the country. Denmark had the advantage of a satisfactory 
system of land tenure at a time when Ireland was in the 
throes of agrarian warfare. The Danish system of adult 
education facilitated the adoption of improved methods and, 
above all, the development of the co-operative system. 
Danish agriculture is far more deeply capitalised than Eire’s. 
Farms in Denmark are all heavily encumbered with debt, 
and the country has sold all its external investments to 
provide capital for its internal development. Eire is much 
stronger financially than Denmark, and is in a position to 
undertake a programme of agricultural and industrial intensi- 
fication without resort to any foreign borrowing. 


Letter to the Editor 


‘Shall we be Poorer?’’ 


TO THE EDITOR OF THE ECONOMIST 


S1r,—Many people will be grateful for your article on this 
subject, which enables us to see more clearly what may be 
expected to be the position after the war. One falls, perhaps, 
into the error of assuming that because some hitherto rich 
classes of people will be less rich after the war, therefore 
the nation will be poorer. Is it not the case that a great 
war normally brings a redistribution of incomes, and that 
we may expect to see the very rich reduced to moderate 
wealth, while wage earners generally will have improved 
their earnings as against pre-war days, and will also be in 
possession of saving certificates, post-war credits, etc.? The 
outward evidences of great wealth—large country and town 
houses, luxury yachts, etc.—will disappear, while the general 
standard will be raised, as happened after the last war. 

There should be no cause for lamentation here: on the 
contrary, the “spread” of wealth should be a stabilising 
factor in the national economy. 

Such a development, however, inevitably brings fresh 
problems in its train; and I would suggest that one of 
these is the financing of speculative ventures such as the 
exploitation of new materials and processes. In the past, 
such enterprises have been financed to a large extent by 
rich or moderately rich men who could afford to take risks. 
Will the small man be inclined to hazard his slender capital? 
And if not, how will British trade obtain the resources 
required for such very desirable but speculative purposes’ 
—Yours, etc., C. 
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THE COMING TREND 


{ The trend in business furniture after the war will be more 
than ever towards the precision and permanence of steel. 
Sankey-Sheldon, in preparing to meet this growing trend, have 
realised that to this efficiency of steel must be added beauty — 
the beauty of soft contours finished in harmonious colour 
schemes and warm, caressing coverings. Sankey-Sheldon’s 
post-war programme will provide a wide range of furniture and 
equipment, clean and hygienic, fire resisting and practically 
impervious to damp, dirt and deterioration. There is some- 
thing inevitable about Sankey-Sheldon steel furniture. 


SANKEY-SHELDON 





‘ALSO HARRIS & HARRIS & STEEL FURNITURE & EQUIPMENT 
SHELDON, LTD., p Pee 
Makers of Shops Chief Office .46 Cannon Street, London, EC4 





More NEW § of No. 5 


WHITE 
HORSE 


° 


When distillation ceased 


You can make bricks without straw, but you cannot 
make Scotch Whisky without barley. Since the war 
began the fruits of each golden harvest have been called 
up for National Service. No more whisky is being 
made : distillation has ceased. 

Yet in this fifth year of war you can still, with good 
fortune, obtain White Horse. This is because stocks have 
always been laid down many years ahead of the time 
when they will be released for your pleasure. 
White Horse was growing old when this war was 
young. It is therefore in your own interest that supplies 
should be very carefully regulated so that in the years 
to come you may still be able to enjoy White Horse, 
fine as a fine liqueur. : 


MAXIMUM PRICES: Bottles 25/9; Half-bottles 13/6 
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Owing to paper restric- 
tions G.F.A. are not able 
to send a calendar in 
keeping with the tradition - 
of their house this year. 


Therefore they would like 
to take this opportunity 
of wishing all concerned 
with Fire Prevention a 


BRIGHT AND 
VICTORIOUS 


NEW YEAR 


Ahiat 


P. V. RUTLEDGE 
Managing Director 


General Fire Appliance Co. Ltd. 


ll WATERLOO PLACE - LONDON - S.W.1 
Telephone: ABBey 3768 ; 
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THE BUSINESS WORLD 





The Supply of Electricity 


rT debate about the future of the public electricity 
supply industry appears to resolve itself, once again, 
into a fight for and against private enterprise, or, to be 
more precise, into an argument for universal public boards 
versus the existing mixture of municipal and private com- 
pany undertakings.This is far too simple an approach to a 
complicated technical problem, and one that is unlikely to 
yield fruitful results. Any rational approach to the problem 
should be guided by two considerations. First, electricity 
is only one form of energy ; its future should therefore be 
considered in the context of fuel policy as a whole, Secondly, 
systems of ownership and management are not of primary 
importance ; proposals for reorganisation should be directed 
towards ensuring that electricity is supplied as cheaply and 
efficiently as it can be had for given purposes. 

This is not the occasion for laying down the details of a 
national fuel ‘policy nor, consequently, the precise réie that 
electricity should play in the general scheme of things, 
though two general points may usefully be made by way 
of introduction. The first, an obvious one, is that, as a matter 
of general principle, a national fuel policy should have as 
its object the supply of fuel at the lowest possible real cost. 
Electricity is the most convenient, cleanest and most flexible 
form of power, and, for a number of purposes, has no 
rival. The extension of its use is therefore desirable, but 
not necessarily for its own sake. For many purposes elec- 
tricity is more expensive than coal or gas; moreover, 
technical progress in the use of alternative means of apply- 
ing energy—in the combustion of hard coal, for example— 
has by no means reached a limit, and has, in fact, been 
noteworthy during the last few years as a result of.research 
and of the fuel economy campaign. Electrification for the 
sake of electrification would involve waste where cheaper 
alternative sources of power are available, and go against 
the principle of a national fuel policy. The second point 
arises from the first in that it seems highly desirable to 
maintain a policy of freedom of choice for the consumer, 
except where the duplication of facilities would be mani- 
festly uneconomic. Freedom of choice should not merely 
mean a choice between alternative fuels, but also the 
freedom for the consumer to produce his own supply. 
Patches of monopoly may be unavoidable ; a complete fuel 
monopoly would be disastrous. 

The problem of the public supply of electricity itself has 
two aspects, that is, generation and bulk transmission, and 
retail distribution. The rationalisation of generation and bulk 
distribution took a long step forward as a result of the 





FINDLATER’S FINO, well-known to Sherry 
drinkers all over the World, will in future be 
Own as 
FINDLATER’S DRY FLY SHERRY 


The reason: Findlater’s Fino cannot be registered 
and protected from imitations under that name. 
FINQLATER’S DRY FLY is registered, es 
pr tection for our customers throughout the W. 


FINDLATER, MACKIE TODD & CO. LTD. 
Wine Merchants to H.M. the King 92 Wigmore Street, 0.x 








Electricity (Supply) Act, 1926. While the generating stations 
remained in private or municipal ownership, wey were 
linked up by a national grid, thus yield.ng sucstantial 
economies through the reduction in the ratio between pro- 
ductive capacity and demand. Although the Central Elec- 
tricity Board, which owns and operates the grid, does not 
own the generating stations, but purchases electricity from 
them on a cost basis, it has a large measure of control over 
them. On technical grounds, it is doubtful whether the 
transfer of ownership of all the generating stations to the 
CEB would yield much in the way of additional economies. 
The benefits cited in support of proposals for transferring 
them to the CEB are mainly financial. It is argued that the 
formula of the Act of 1926, whereby undertakings which 
engage in generation as well as in retail distribution can re- 
purchase electricity from the CEB on the basis of what 
their cost would have been in the absence of the grid, is 
purely hypothetical, and becoming more and more divorced 
from reality. It is argued, further, that this arrangement 
amounts to price discrimination among distribution under- 
takings, between those that do and those that do not own 
selected generating stations, in that the former do not have 
to pay their share of the cost of maintaining and operating 
the grid, and therefore obtain their supplies more cheaply, 
on the average. From a purely administrative point of view 
the transfer of generating stations to the CEB would simplify 
matters quite considerably, though there may possibly be 
other ways of straightening out the financial tangle. The 
chief source of inefficiency in the generation of electricity 
is the maintenance of too many selected stations. Many 
of the smaller ones are retained largely out of kindness to 
their owners, and the CEB, if it owned the whole system, 
might secure economies by reducing the number of stations. 
On the other hand, it might seem very unjust to penalise 
the owners of the better stations, some of which are very 
efficient, for the faults of their less efficient colleagues. 
Retail distribution, as distinct from generation and bulk 
supply, is much the most important source of potential 
economies, to which the present organisation of distribution 
is a definite obstacle. In 1936 the Committee on Electricity 
Distribution—the McGowan Committee—pointed out that, 
whereas the average cost of generation had been nearly 
halved during the ten years to 1933-34, “the average cost 
of distribution per unit sold has been practically constant 
during the last ten years.” The causes of inefficiency, where 
they are to be found, are not necessarily due to unenterprise, 
either in private or municipal undertakings, but often to 
past legislation which strait-jacketed this side of the 
industry. The original Electric Lighting Acts of 1882 and 
1888 envisaged the supply of electricity as a purely parochial 
matter. A licence to supply electricity could be obtained 
from the Board of Trade by any local authority, company 
or person, buy, the first Act gave local authorities the right to 
purchase private undertakings after 21 years, a period 
which was extended to 42 years by the second Act. The 
technical possibilities of electricity were then not foreseen. 
At the turn of the century, when these possibilities were 
beginning to take shape, Parliament authorised the forma- 
tion of the so-called power companies, with perpetual fran- 
chise but geographical and other restrictions on their markets. 
The result was a mixture of undertakings; municipal 
undertakings, which predominate, operate mainly in urban 
areas and generally take in little of the surrounding area ; 
and private enterprises which operate mainly, though not 
exclusively, in less densely populated districts. The figures 
in a report presented to the London and Home Counties 
Joint Electricity Authority this week, showing that public 
authorities provide cheaper electricity for domestic con- 
sumers than private companies, are therefore misleading— 
the average price per unit to domestic consumers was stated 
to be 1.529d. per unit for public suppliers, against 2.021d. 
per unit for supplies from the power companies and 2.104d. 
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from other companies. The disparity is not a measure of the 
inefficiency of private enterprise, but of the higher cost of 
supplying the less densely populated areas. Within its 
limits private enterprise has built up a number of efficient 
systems by the grouping of undertakings, but these groups 
are threatened—the threat has been temporarily suspended 
—with fragmentation, for many of their constituents have 
reached, or will soon reach, the period when municipal 
rights of purchase operate. 

There is no doubt that a measure of reorganisation is 
essential if the potential economies in distribution are to be 
realised, and if the path is to be cleared for further develop- 
ment and progress in electrification. Larger and better 
balanced systems would almost certainly bring economies 
in capital expenditure—this represents an exceptionally 
high proportion of costs in the electrical supply industry— 
and in management. Standardisation of voltages, equip- 
ment and, so far as possible, appliances would contribute 
further to reductions in cost. There is general agreement 
about the need for reform, but the reformers have ranged 
themselves on either one of two sides. . 

On the one side there are, of course, those who advocate 
some form of nationalisation merely on political grounds, 
irrespective of need or consequences. They have been 
joined by the technicians of the industry, represented by 
the Electrical Power: Engineers’ Association. In a report 
published last July, the EPEA suggested that the whole 
industry, from generation to retail distribution, should be 
brought under a single hat, a national electricity supply 
board, appointed by the appropriate Minister in consulta- 
tion with the Electricity Commissioners. Under this scheme, 
generation and bulk transmission would be controlled 
nationally as at present, but retail distribution would be 
decentralised, the distribution areas to be determined, in 
the first instance, by the Electricity Commissioners, with due 
regard to technical and administrative considerations, but 
to be subject to adjustment by the national board in the 
light of experience. Each region would be under the control 
of a regional distribution engineer and manager, appointed 
by the national board. It is argued in support of this scheme 
that the real issue is “whether electricity is to be made 
available to all—even though it be not immediately 
economic to do so—or whether, supplies are to be restricted 
to those whom it is profitable to supply.” In the view of 
the engineers, 


the economies and advantages gained by national control with 
the pooling of city, urban and rural areas, would make it 
possible to provide an adequate supply of electricity to all 
rural areas, at charges which would be similar throughout 
the country, without increasing prices to existing consumers. 


The claim is a large one, though the idea is not new. The 
Electricity Bill of 1919 had proposed the compulsory 
creation of District Electricity Boards, that is of 
regional bodies designed to take over all electricity under- 
takings in their area, and constituted by the Electricity Com- 
missioners, together with representatives of the undertak- 
ings. This proposal, however, had disappeared when the Bill 
emerged from the House of Lords and reached the Statute 
Book as the Electricity (Supply) Act, 1919. 

On the other side are those who see the solution ‘on the 
lines advocated by the McGowan Committee. As an alterna- 
tive to complete reorganisation on a regional basis under a 
regime of regional boards, the Committee suggested— 

the retention and utilisation, where possible, of the larger 
and more efficient of the existing undertakings—both public 
authorities and companies—and the absorption by such 
undertakings of the smaller and less efficient undertakings. 


The Committee suggested that the Electricity Commis- 
sioners should delimit the country into a number of areas in 
which it appeared to them desirable that a suitable scheme 
or schemes of amalgamation and co-ordination should be 
prepared. Next, the Commissioners would appoint a district 
commissioner in each area to prepare and submit for their 
consideration plans for reorganisation. The recommendations 
of the McGowan Committee have not been embodied in 
legislation, which was postponed, presumably owing to the 
outbreak of war. But in 1937 the Government, elaborating 
the McGowan formula in a White Paper, suggested three 
alternative methods, that ‘is, the acquisition by one under- 
taker of the existing undertakings in the area; the transfer 
of all existing undertakings in the area to a newly constituted 
distribution authority ; and the transfer of two or more 
local auhorities to a newly constituted joint board. The 
memorandum on the electricity supply industry issued last 
November by the Incorporated Association of Electric Power 
Companies closely follows the McGowan Report. But 
whereas the latter recommended that after a period “ which 
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in no case should exceed 50 years,” the consolidated under- 
takings should be purchased by some form of public autho- 
rity, on the basis ot capital expenditure less depreciation, the 
memorandum representing the views of a section of power 
companies suggests that, instead of a definite time limit, 
there should be securing options, the first after a period 
of 50 years. 

There is something to be said for both methods of 
approach, but if the aim is efficiency and nothing else, there 
appears to be no need: for a universal reorganisation of the 
distribution side on public board lines. If inefficiency merely 
occurs in patches, the most appropriate approach seems to 
be that suggested by the McGowan Report, that is, to leave 
alone the areas where there is a cheap and efficient supply, 
and to reform the unsatisfactory areas, whether the defects 
arise from technical or commercial inefficiency, or from 
excessive Balkanisation of areas. Wherever reform is under- 
taken—and it should not be done timidly—the reorganisation 
should take the form of a public board—not a cumbrous 
representative body like the existing joint authorities, but a 
compact body approved by the Electricity Commissioners 
or the Minister. To impose a system of untried regional 
boards upon the whole industry, merely for the sake of re- 
moving patches of inefficiency, seems hardly worth while, at 
least at this stage. Standardisation of voltages ahd equipment 
—one of the main sources of economy—could be entrusted 
to the Electricity Commissioners or a technical department 
at the Ministry of Fuel and Power. It would surely be more 
profitable, and speedier, to concentrate on removing the bad 
patches. They certainly exist, and should be scheduled, as 
soon as possible, by a committee of experts. It will probably 
be found that some grouping is necessary to realise potential 
economies, and that the splitting up of existing groups by 
the exercise of the rights of purchase of local authorities 
should be prevented. A Bill giving powers for ad hoc treat- 
ment on the basis of technical efficiency might be the most 
effective and speediest solution of the problem. This does 
not mean that reform within the present system will be 
possible without a measure of resistance. But an assurance 
that reorganisation will not be regarded as an end in itself 
may confine resistance to the undertakings that are inefficient 
—that is, to those whose objections should be overruled. 
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_come to know that I can rely 
on its considered point of 
view. 


“ Why do I read the 
Yorkshire Post ?” 


“1’m not a Yorkshire man 
but I feel I am missing some- 
thing when I don’t see my 
Yorkshire Post. 

“This is why I have read it 
for years. It gives me a clear 
idea of what people in the 
North are thinking, and that’s 
important to me. I haven’t 
always got time to.work things 
out for myself, and I have 






‘Many men I know also think 
it’s a good idea to read a paper 
other than a London one. 
I chose The Yorkshire Post 
because of its sane, balanced 
outlook on politics, finance 
and industry ; because its lead- 
ing articles are excellent, and 
because it gives me the news 
without sensationalism but 
with reasoned comment.” 


m North 
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Business Notes 


Investors’ Experience in 1943 


The coming of the New Year has brought no revival 
in business, so far, although the general firmness of markets 
continues. The recovery to date is, according to the index 
of The Financial News, almost exactly half the decline from 
the peak. The figure of The Actuaries’ Investment Index 
makes it rather less, since it carries the story only up to 
December 28th. The value of this index is that it allows 
a partial analysis of the factors which have gone to make 
up the further improvement on the year of some 8 per cent, 
against 18.6 per cent during 1942. The changes in some of 
the main items over the past three and a half years are 
given in the accompanying table. The aggregate figure has 
exactly doubled since the bottom of the slump caused by 
the collapse of France, the entry of Italy into the war and, 
not least, by the imposition of EPT at 100 per cent. Even 
on that long-period there are very wide: variations in the 
degree of recovery in individual groups, but all are well up 
and all showed rises in both 1942 and. last year, with the 
single exception of shipping i in the latter year, which fell by 
some 4 per cent. Rises in 1943 were almost all less than 
those of 1942, but there were exceptions in the cases of 
insurance and investment trust shares, home railway ordi- 
nary stocks and oil shares. The range of rises varied a great 
deal more in 1943 than in 1942, despite the smaller appre- 
ciation in the total. Oil shares make the best showing with 
an improvement of almost 30 per cent, but gas and home 
rails did half as well as that, and building material, elec- 
trical equipment, stores and brewery shares were all out- 
standingly good. Notably, the important miscellaneous sec- 

ACTUARIES’ INVESTMENT INDEX 
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| Price Indices | 





























Average Yields 
(Dec. 31, 1928=100) (Per Cent.) 
Group and Number |—— neocons elena eto wate amen 
of Securities i | | 
_ Dec. Dec. Dec. | June ! Dec. Dec 
1940 | 1941 | 1942 | 1943 | 1940 | 1941 | 1943 

24% Consols .......... | 126 -2 | 146-3 | 145-7 | 141-3 | 3-53 | 3-05 | 3-16 
Home Corpns. (4) ...... 123-0 | 139-2 | 142-6 | 141-4 | 3°79] 3°35) 3-30 
Ind. Debs. (43) ........ 103-7 | 114-3 | 119-7 | 121-3 | 4-58| 4-16 | 3-91 
Ind. Prefs. (101) ....... 82-3 | 101-1 | 107-7 | 111-6 | 5°52) 4-55) 4-34 
Bank and Dist. (10)....| 74-9 | 102-1 | 111-7 | 117-4] 6-12, 4-45; 3-86 
Insurance (10)......... 66°38 | 97-6 | 100-2 | 107-7] 6-23] 4-11] 3-87 
Building Mats. (6)...... 33-7 | 66°3 | 82-6 | 94-5] 11-63) 4-10) 3-13 
Electrical Mfg. (13)..... 87-0 | 128-3 | 141-8 | 155-7 | 7°51) 4°85) 4-10 
Iron and Steel (18)..... 31-6 | 54-2] 63-0) 64-0] 11-14/ 6-23 6-06 
Motors (7) ............ 19-4 | 36°3| 44:3] 48-1] 9°58) 5-04) 4-40 
Total Productive 90) ...) 40°8| 62:0 | 73:1| 78-6) 9:35 | 5:20| 4-68 
Home Rails (4) ........ 25-9} 41:9] 72-0] 82-5] 11-64) 6-40] 5-38 
Stores & Catering (17). 31-1 | 48-2 | 62-3] 72:3] 9°55) 4-05| 3-40 
Breweries (20)......... 72-3 | 114-1 | 133-2 | 143-5 | 8°76) 5-14) 4-35 
Total Miscellaneous (40).| 45:0 | 69°8| 78°6| 84:7 | 8-46| 4:95 | 4-18 
industrials — 

( 38.9 | 60.7| 72.0] 77.8) 9.01) 5.00) 4.43 


tion showed a rise of 5.2 points in each of the last two years. 
In comparison with the large rises mentioned, aircraft, 
electrical distribution and iron and steel shares showed im- 
provements of little over 1 per cent, and of these sections 
the first and last yield 7.81 per cent and 6.06 per cent 
respectively, compared with the average for the whole list 
of 4.43 per cent. There is little to be said of fixed-interest 
stocks. Those usually included in the wider definition of 
the gilt-edged list are a trifle lower on the year, but indus- 
trial debentures and preference shares have continued to 
rise, although less rapidly and in a rather more halting 
fashion than in 1942. Of the 18 different categories of 
equity, financial and industrial, covered by The Actuaries’ 
Index, no less than seven yield less than the average return 
on industrial debentures and ten less than that on preference 
shares. The yields obtainable suggest that the investor is 
very distrustful of the outlook for aircraft shares, appre- 
ciably less so for coal and iron and steel shares, and not 
very confident about home rails. 


* * * 


Railways Look Skywards 


The appointment of Mr D. H. Handover, traffic director 
of British Overseas Airways Corporation, as air adviser to 
the four main line railway companies suggests that the 


stage has been reached where their plans are to be trans- 
lated into a detailed scheme of post-war services. As was 
shown on page 652 of The Economist of November 13, 
1943, the railways have achieved a dominating position in 
inland air transport since they were given authority to 
“take to the air” in 1929; the concerns associated with 
them are operating all the “authorised inland routes, with 
one exception. It is understood that, subject to the neces- 
Sary sanction being given, the group of railway-associated 
air concerns are envisaging a wide expansion of services 
and facilities for air transport as soon as they can obtain 
the additional aircraft. Moreover, the railways are planning 
to take an active part in the development of European air 
services after the war. During a recent speech in Notting- 
ham, Sir William Wood, president of the LMS, pointed 
out that five years ago he was of the opinion that air 
transport had no future except for limited journeys at 
high rates—before the war the railways charged roughly 
just over 1d. a mile, compared with 33d. a mile by air— 
but that wartime developments had caused him to change 
his views. The plans of the railways lack neither ambition 
nor imagination, for, given adequate facilities at reasonable 
cost, the density of air traffic may be expected to grow 
quite rapidly after the war, though its contribution to the 
revenue of the railways is likely to be too small, at least for 
some years, to be taken into consideration in estimating 
dividend prospects. 


* * * 


Strains of Window-Dressing 


The money market had a more exciting turn of the 
year than it had bargained for. The earlier assurances that 
all would be duly taken care of and last week’s absence of 
Treasury deposit receipt payments had perhaps caused the 
market to underestimate the volume of calling with which 
it would have to contend on the last day of the year. As 
matters turned out, the final stage of window-dressing 
caused sufficient strain to compel the market to sell bills to 
the tune of many million pounds to the official agents. 
The official buyer included a substantial proportion of 
February maturities in his purchases, leaving the earlier 
January bills to the market and the banks, since these bills 
will be needed to offset the effect of heavy tax payments. 
In the normal course, the effect of open market purchases 
of bills wears off rapidly because the authorities take the 
shortest bills available. On this occasion, the decision to 
take a large proportion of February bills would have led to 
an unduly prolonged inflation of the cash basis had the bills 
in question been kept by the authorities. The method 
chosen to meet this situation was for the official agents to 
resell to the market this week an appreciable part of the 
bills which they had bought last week. Open market policy 
has thus been seen functioning “in reverse” with more 
open candour than is customary. There is nothing new in 
this process of reversing the open market engine. It has 
often happened before, but it has been customary, when 
official sales of bills have been made, to direct them to the 
banks. Moreover, open market policy, when working in this 
direction, has avoided publicity because it does not serve 
the purpose of the authorities to advertise the fact that 
credit is over-abundant and requires the contraction of 
open market sales of securities. On the other hand, when 
credit is in short supply, the knowledge that special assist- 
ance is being given to the market will put borrowers on 
their guard and make them search for loans from unaccus- 
tomed sources which might not otherwise have been tapped. 
This week’s procedure was the more direct method of 
restoring discount market bill holdings, which had been 
seriously depleted by end-year selling to the official agents. 
The inflated volume of bank cash over the turn of the year 
must have reached record proportions. On December 29th, 
the total of bankers’ deposits at the Bank of England 
reached over £234 million. By the close of business on 
December 31st it must have topped £250 million. By 
Wednesday of this week the total had come back to £184 
million, showing the rapidity with which open market 
operations had remedied the year-end inflation. Are 
window-dressing credit upheavals of this magnitude really 
necessary? 
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How Many Houses? 


The primary need in any rational discussion and 
elaboration of a long-term housing programme is to dis- 
tinguish between the desirable and the practicable. The 
standard of desirability should be the long-term aim ; the 
actual volume of construction should be flexible and defined 
year by year in the context of the.resources that can be 
devoted to house-building. Such a definition will be essential 
during the first few years after the war, when there will be 
strong alternative demands on resources, for the re-equip- 
ment and modernisation of industrial and transport equip- 
ment, and for the replacement of the much-depleted stock 
of amenities other than dwellings. The widely-quoted 
official housing programme, envisaging the construction of 
between 3,000,000 and 4,000,000 houses during the first ten 
to twelve years after the war is obviously based on a standard 
of desirability. But such a standard needs careful definition 
before it can acquire any meaning. A rough-and-ready defi- 
nition was given on December 1st by Mr Willink, Minister 
of Health, in answer to a question in the House of Com- 
mons. He pointed out that between 1,500,000 and 2,500,000 
new houses would be needed to replace slum dwellings and 
houses in a poor condition, or grossly deficient in modern 
amenities, and a further 1,500,000 to provide each family 
with a separate dwelling. The official standard of desirability 
is therefore not merely one that would give every family a 
separate dwelling, but a dwelling with a minimum of modern 
amenities. The term family, presumably, is meant to express 
the number of separate households that would exist if the 
potential demand for houses could be met, not only in 
physical but also in financial terms. A clear and unambiguous 
definition of the Government’s standards of desirability, in 
terms of numbers and amenities, with a full disclosure of its 
assumptions, would be of considerable assistance in re- 
moving the present confusion in discussions about housing. 
But the time has come to go one step further—that is, to 
estimate, for the immediate post-war years, the size and 
geographical distribution of the demand for housing in 
terms of urgent minimum needs, that is on a shelter-for- 
every-family standard rather than on a shelter cum amenity 
standard. The attainment of such a standard will be the 
most pressing immediate post-war task; it may be the 
maximum that can be accomplished during the first few 
years. 


x * * 


A New Estimate 


An attempt to estimate housing needs after the war, in 
terms of a desirability standard, has been made by Mr M. A. 
Abrams in the November issue of Agenda. He set himself 
the task of answering the question of how many dwellings 
would be needed after the war to provide each family with 
a separate house. His calculations of the number of houses 
required seem to be based on potentially effective demand, 
with an allowance for replacement demand, based on an 
assumed average “life” of dwellings. Mr Abrams begins 
by estimating supply and demand in Great Britain imme- 
diately after the war. Here are his estimates: - 

Supply and demand for dwellings at the end of the war: 


Potential number of separate households ... 12,785,000 
Allowances for vacancies (about 5 per cent) 600,000 
Potential demand for dwellings 13,385,000 
Supply of dwellings likely to be available 12,700,000 — 
Deficiency (allowing for vacancies) 685,000 


On the basis of a shelter-for-every-family standard, the de- 
ficiency at the end of the war shown by these calculations 
is thus comparatively small, that is, it could be made good 
in about two years, at the pre-war rate of building. Taking 
the average “life” of houses at 70 to 80 years, Mr Abrams 
suggests that most of the 4,000,000 housés which are over 
80 years old should be replaced as soon as possible, that 
is, on the basis of his desirability standard, the deficiency at 
the end of the war will be of the order of 4,685,000 units. 
Such a standard, obviously, can only be achieved by a long- 
term programme which, moreover, must take account of the 
need for replacing the remaining stock of houses. With 
an assumed normal “ life ” of 75 years, the call for replace- 
ment of this remaining stock would be at the rate of 125,000 
a year. On the basis of a 25-year plan, an average of 285,000 
dwellings would have to be replaced every year on these 
assumptions. Since, on his calculations, total potential de- 
mand would show little change during the next 25 years, 
once the initial physical shortage of 685,000 is made good, this 
replacement demand represents his desirability standard. 
In other words, the total demand for houses arrived at in 
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this way depends entirely on the assumption that it will be 
possible to replace houses when they are 75 years old. If that 
assumption is wrong, so is the calculation. Moreover, the 
actual volume of construction from year to year must be 
determined in the general context of competing demands 
for labour and materials, not merely by reference to a 
housing standard. Nevertheless, a yard stick is essential, 
and Mr Abrams’ calculations are a useful contribution to 
the statistical aspect of the housing problem. 
*« * x 


Rights of Preference Shares 


The opposition to the Crosses and Winkworth scheme, 
organised in the interest of the preference shareholders, has 
been so successful that the directors failed to obtain 
the 75 per cent majority required at the meeting of that 
class of shareholder. (Holders of only just over one-third 
of the preference capital voted, and the adverse vote was 
less than Io per cent of the issued preference capital.) The 
scheme is, therefore, defeated and some at least of the 
debenture holders appear to have been in despair at the 
result. The board does not seem to have made any pro- 
posal, but the representatives of the preference shareholders 
let it be known that all they wanted was a rather larger 
share in the cake and that the last thing they wished was to 
wreck the, scheme as a whole. The original scheme was 
dealt with on page 791 of The Economist of December 11th, 
when it was suggested that the debenture holders were 
entitled to full satisfaction and that the preference and 
ordinary holders did well out of it. If the debenture holders 
are prepared to forgo some part of their rights it is, pre- 
sumably, only in order to secure agreement from the other 
classes of capital. If the preference shareholders stand on 
their rights as against the ordinary, it is only reasonable 
that the debenture holders should adopt a similar attitude 
towards them. The market, however, assumes that there 
will be an arrangement whereby there is a minor improve- 
ment of the preference holders’ position at the expense of 
the equity. 

x 


Meanwhile, the receiver and manager appointed in the 
interests of the debenture holders of Achille Serre is put- 
ting forward a plan for the resuscitation of the company. 
His management has been so successful that, with the 
assistance of the special wartime demand for services to 
keep clothing in good condition, profits for the six months 
to June 30th last exceeded £35,000. The company is now 
in a position to pay off its debentures in full. and make 
some payment to unsecured creditors, but the receiver sug- 
gests that all concerned may prefer to keep the business 
in being. To achieve that, the only sacrifice which need be 
asked of the debenture holders is to defer the date of 
repayment. In return they are offered 3 per cent premium 
and certain concessions as to the amount of stock which 
may be issued ranking prior to, or pari passu with, them. 
This seems strictly reasonable, but it is less reasonable that 
unsecured creditors should receive only certain small pay- 
ments in full at once and have the option of accepting 15s. 
in the pound cash in full settlement, or ros. in cash and 
an equal amount in 4 per cent second debentures with a 
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maximum life of 22 years. Further, the preference share~- 
holders are asked to forgo arrears of cumulative dividend 
and accept conversion into ordinary without any compensa- 
tion other than that the existing equity hoiders are to have 
their capital written down by 75 per cent, which means 
that the preference obtain six-sevenths of the equity. The 
reason given for this is the poor EPT standard, but surely 
that is a transient factor, so far as is known at present. It 
would warrant cancellation of the cumulative rights ot 
preference holders for the period of the tax in exchange for 
suitable compensation, It is true that it is fifteen years 
since any preference dividend was paid, but that means 
that there: will soon be 90 per cent of arrears due, an item 
of which some account should be taken. The unsecured 
creditors and preference shareholders would be well advised 
to object to the terms of the scheme. 


* x oo 


Chile Raids Sinking Funds 


There is, unfortunately, nothing new in the fact that 
the Chilean Government failed in 1943 to implement to the 
full its undertaking with regard to sinking funds on its 
overseas loans. The service of this debt is provided for by 
a law passed in January, 1935, which pledged.the profits 
of the Nitrate and Iodine Sales Corporation and certain 
profits on the sale of copper to the service of the bonds. 
One half of the total was to be used to pay interest. and 
the other to buy up bonds. No specific sinking fund attached 
to any loan ; the bonds were bought, if at all, where they 
were cheapest. This has meant in recent years purchases 
almost entirely in New York and reductions of derisory 
amount in the sterling debt, the latest example being £600 
to reduce the debt to £27,742,471, nominal value. The 
British bondholder would, perhaps, accept this anomaly if 
the funds appropriated were in fact used for redemption, but 
only a small fraction of them is so used, apparently not as 
much as Io per cent in 1943. The failure of the Chilean 
authorities to implement the sinking fund provisions of 
their own proposals, coupled with the fact that the average 
rate of interest paid has been around 1} per cent, gives 
the bondholder every cause for protest. His feeling of in- 
justice is not lessened by the fact that, despite the excep- 
tional demand for Chilean copper, the net proceeds of the 
levies on the copper companies appropriated to the service 
of the bonds have fallen during the war. This is held to be 
due to the fact that the export duties on copper bars are 
unduly high. It is evident that the authorities can arrange 
matters so that the bondholder suffers, if they so desire. 
In fact, no reliable statistics of either copper exports or 
the profits of the companies are obtainable. Copper taxes 
are used for railway improvements, while the USA is 
engaged in assisting Chile to develop the copper industry. 
While there is some shortage of sterling, there is an ample 
supply of dollars from a large favourable balance of trade, 
and Chile has, evidently, funds which could, and should, be 
employed to provide at least the service on her loans which 
she herself proposed. The matter ought to be taken up and 
-pursued with energy. If, as is suggested in some quarters, 
the Chi'ean authorities have bought up stocks outside the 
official sinking fund, it would be interesting to know 
whether these are available for resale. 


* * * 


New Currency Candidates 


Two candidates have to be added to the list of pro- 
posed international currency units—not, it should be added, 
because of any likelihood of their ultimate adoption, but 
merely to complete the records. The first is the Libra spon- 
sored by the Liberator Council, a body which is issuing 
a certain amount of literature on its currency scheme. This 
is the Liberator plan which provides for the creation of a 
“costiess international currency ”—a description which in- 
dicates strong affinity with the social credit family. The 
Libra would be used for all external payments, but would 
not in any way interfere with internal currencies, each 
nation being free to handle its internal monetary affairs as 
it thought fit. How this dissociation of the internal and 
external values would be achieved has not yet been 
exp‘ained. The memorandum .on the subject states that the 
full plan is at the moment only in draft form, “as certain 
major details, including the question of the advisability or 
otherwise of recommending an international potice force, 
are still receiving consideration.” The promoters of the plan 
are quite sure of one thing. They will have nothing to do 
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with gold, and for that reason condemn the Keynes 
White pians out of hand. - 
x 

_ The other currency unit represents another extreme. As 
its name “Euricor” would suggest, it is strongly tainted 
with goid. It comes, quite appropriately, from Johannes- 
burg, where it was launched by Mr. Norbert Erleigh, chair- 
man of New Guinea Goldfields, at the recent annual meeting 
of that company. The Euricor is to be a basic monetary unit 
to which a:l European currencies are to be attached. It is 
to have a fixed and unalterabie gold parity and is to be 
issued against specific gold backing. That backing is to be 
obtained in the first instance by lend-lease deliveries of gold 
from the United States. This gold would then be repaid to 
the United States over a long period out of the production 
of gold from the Empire—and especially from the new 
Orange Free State goldfields in which Mr Erleigh’s com- 
pany is interested. The two proposais appear to be of about 
equal merit and cancel one another out very nicely. 


* + * 


Anti-Inflation Drives 


A humber of belligerent Governments have recently 
been showing increasing concern at the growing symptoms 
of inflation in their respective countries, and have taken 
counter measures. Last week the South African Minister 
of Finance, Mr Hofmeyr, described the measures by which 
his Government had combated inflation. He could afford 
to do so with a certain measure of self-satisfaction, for 
South Africa has been reasonably successful in avoiding the 
perils of inflation, and during 1943 has slowed down the 
rise in the cost of living. One of the most helpful factors 
in countering inflationary forces has been the extent to 
which South Africa has repatriated external debt, and has 
placed it in the domestic capital market. The South African 
Government has repatriated about £75 million of sterling 
debt, which leaves virtually no South African stock in 
London. This exhaustion of Government stock deprives the 
South African authorities of one of their most powerful 
anti-inflationary solvents. Mr Hofmeyr, therefore, urged 
private, corporate and public investors in South Africa to 
keep the movement going by buying securities in the London 
market. This is not a new note. Since the beginning of the 
war the repatriation of shares in South African enterprises 
—mainly gold mines—has probably amounted to one-fifth 
of the Government stock repatriation. The movement has 
received active support from the South African authorities 
in the form of the discriminatory tax levied on dividends 
paid to non-resident holders of South African securities. If 
it is to be considerably accelerated, Britain must be pre- 
pared to see further considerable inroads made into its 
holding of South African mining and industrial shares. 


* 


In Mexico President Camacho has this week approved a 
fourfold plan for dealing with the persistent rise in the price 
level, and with the accumulation of redundant purchasing 
power. The first proposal is one which has already become 
familiar in India, Egypt and the Middle East. It is the 
marketing of gold. The Bank of Mexico is to make the 
necessary gold’available in the open market. The second will 
be a drive to encourage the sale to the public of Govern- 
ment stock and railway bonds now held largely by the banks. 
The third item is an announcement that taxes on annuities 
will remain unaltered—no doubt as a means of encouraging 
investment in this form of security. Fourthly, the system of 
collecting income-tax is to be revised, making the collection 
half-yearly, and thus evening out its impact on redundant 
purchasing power. 


* * * 


Record Asbestos Earnings 

Despite the wide variety of the group’s products, it is 
probably still the case that the mainstay of the business of 
Turner and Newall consists of goods containing asbestos. 
No doubt the range of uses has increased under war condi- 
tions, and this may explain the recovery in the pre-tax 
profits of the parent company to a new high level of 
£2,710,000 odd for the year to September 3oth last. Details 
of appropriations for the past three years are set out on page 
55, and all that need be said is that they suffice to cover 
the dividend at the reduced wartime rate and the usual 
appropriation of £100,000 to general reserve with a modest 
margin to spare. The accounts are weakened by the fact 
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that there is no consolidated profit and loss account. It is 
true that the bulk of the subsidiaries have been consoli- 
dated with the parent, but important appropriations may be 
hidden in their accounts. The consolidated balance-sheet 
suggests relatively modest capital outlays on the year which 
are much more than offset by depreciation of £457,000 and 
amortisation of mining properties of some £91,500. The 
result is a decline of £200,000 in fixed assets. Against this, 
gross liquid assets are up by £1,200,000, the rise being 
mainly in cash and tax certificates. Stock in trade is tem- 
porarily lower, but the report states that every effort is 
made to keep this figure up. It would be interesting to know 
what proportion of the total of stock and work in progress 
of £4,000,000 odd represents goods which can be used 
directly for the satisfaction of post-war demands, During 
the year the company has sold about one-third of its holding 
in British Oxygen, reducing the amount held to £83,000 
nominal value. This is written down to £1, and the sale 
has yielded a profit of some £114,000, which is used to 
strengthen the reserve against depreciation of mining and 
other subsidiaries operating overseas. Incidentally, the 
group’s interest in a South African concern making asbestos 
cement has been increased during the year, and the holding 
shows a rise of £35,000. The rise in total reserves, including 
that already mentioned, is some £275,000 on the year to 
£3,935,000. A weakness of the balance-sheet is the fact 
that creditors and provisions are given in one omnibus 
item. This all too common practice should be ended. 
The statement of the chairman says little of the future. The 
main problem of the group has been to secure factory labour, 
and this state of affairs is likely to continue. As to the post- 
war position—the chairman hints yat the possibility of 
changes in demand during the current year—asbestos and 
magnesia compounds, in which the group specialises, are 
likely to enjoy an increasing demand, especially if, as is 
probable, new uses have been discovered during the war 


* x * 


Lancashire Cotton Earnings 


A further chapter is added to the history of the cotton 
textile trade during last year by the full report of the Lanca- 
shire Cotton Corporation for the twelve months ended 
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October 31st. The company’s own profit, struck after all 
appropriation other than depreciation and tax, except tax 
on dividends, shows a substantial recovery from the sharp 
fall of 1941-42, while revenue from other sources has con- 
tinued to rise. The total is, however, still inferior to that of 
1940-41, and virtually the whole increase on the year is 
absorbed in providing £100,000 for postponed repairs. If 
this means that that much extra ought to have been spent 
already to maintain equipment in the same state of repair 
there is, of course, no improvement on the year, but there 
is nothing to throw any light on this point. The main trouble 
of the group is that it remains impossible to obtain the 


‘mecessary labour to run the mills which remain open, and 


it appears that twelve mills and parts of two others have 
been closed throughout the period. In the circumstances, 
a further rise in stocks is, presumably, in stocks of raw 
materials. Details of the accounts are set out on page §5. 
In his statement the chairman, Sir John Howarth Grey, 
draws attention to the problem of obtaining the requisite 
labour supply once the mills can be reopened. He states that 
merely to raise wages will not solve the problem, and goes 
on to talk of canteens and other amenities provided by the 
group. In regard to canteens at least, the company’s experi- 
ence is disappointing, for, as in some other industries, 
workpeople fail to make much use of them. There is fairly 
wide agreement that the concentration of the cotton trade 
was too drastic, and Sir John is probably right in urging 
employers and operatives to get together to make new work- 
ing and staffing arrangements so that the supply of workers, 
skilled and unskilled, can be used to the best advantage. 
* * * 


Future of Clothing Industry 


Hitherto the reconstruction reports issued by trade 
associations have been concerned primarily with the con- 
ditions in which private enterprise should be allowed to 
operate after the war. The report issued this week by a 
Council of Clothing Trade Associations refreshingly con- 
centrates on the problems of its industry on the basis of a 
number of assumptions about Government policy. It con- 
tains recommendations under these headings: Recruitment 
of personnel, wages, working conditions and education ; the 
restoration of factories now engaged on war production, 





VER a century’s experience of 

sound construction is behind 
the making of Milners’ Office and 
Factory Steel Equipment. 


Milners’ technical experts will be 
pleased to advise on all matters of 
storage 


equipment for industrial 


purposes. 





Write setting out vour problems to: 


MILNERS SAFE COMPANY LTD., 21, HAMPSTEAD LANE, LONDON, N.6. Telephone : MOUntview 6655 











52 


with special reference to the provision of efficient plant and 
adequate amenities ; the supply of cloth and other materials 
and the introduction of standards ; the future of the utility 
scheme, of price control, of the retailer and the disposal of 
Government stocks ; the future of overseas trade ; research, 
costing, consumer surveys, industrial ‘statistics. The detailed 
recommendations made under these headings deserve careful 
scrutiny ; some of them are debatable, but others, such 
as those concerned with standards of quality and 
standardisation, reveal an encouraging measure of agree- 
ment on the need for new and better methods. 


* s * 


Burma Corporation: Position 


Although evacuation actually took place on April 25th, 
after the plant had been immobilised at short notice, the 
accounts now presented by Burma Corporation cover the 
period of fifteen months to September 30, 1942. That is to 
say, five months of occupation and ten of trading, the 
closing weeks of which were rendered difficult by lack of 
shipping. In the circumstances, a gross trading profit of 
£776,820, compared with one of £882,362 for the preceding 
twelve months should probably be regarded as very satis- 
factory. Further, the profits of the earlier year included 
a credit of £82,500 for stocks of metal. For the latest year 
nothing is included on this account, stocks being revalued 
at £643,800 and the whole neglected both in the profit and 
loss and balance sheet. The new figure includes metal in all 
stages of processing, and is included to obtain an estimate 
of the total losses of the corporation, which include also 
£262,551 for stores. These stocks and stores were all aban- 
doned to the Japanese. Apparently, total metal stocks were 
previously greatly undervalued. Out of profit, £420,000, 
representing approximately the company’s tax liability, has 
been carried to a mew war contingencies and taxation 
reserve which, with unexhausted balances of the old tax 
reserve, amounts to £990,938 against £1,055,187 in the old 
account. Of the final dividend of 3 annas a share for 1941 
approximately half has been met by raiding the carry for- 
ward. Although much must depend upon tax claims, the 
liquid position appears strong with net liquid assets in the 
neighbourhood of £1,500,000. There will, of course, be 
questions of compensation, with the promise of the home 
Government to make good local: deficiencies so far as 
general obligations permit. 


« * ; * 


Recognition of Supervisors’ Union 


An agreement has been reached between the Engineer- 
ing and Allied Employers’ Federation and the Association 
of Supervisory Staffs and Engineering Technicians, by 
which the Association has been recognised as a negotiat- 
ing body. This agreement, which has been reached after 
long negotiations, may be of considerable significance in 
industrial relations. ASSET, which started life as the 
National Foremen’s Union, has developed rapidly in recent 
years and now claims nearly 13,000 members. It caters 
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not only for foremen, but for all types of superintendents, 
technicians, planning engineers and supervisory grades. 
The general secretary of the Association has expressed the 
belief that the agreement will have the effect of entitling such 
staffs to be represented on joint production committees. 
There is nothing specific in the new agreement about repre- 
sentation on joint production committees, which is nor- 
mally a matter of arrangement at individual factories, and 
it is obviously desirable that technical and supervisory 
staffs should be represented on committees whose object 
is to increase productive efficiency. Recognition of their 
trade union may make it easier for such staffs to serve on 
production committees, since it may well have a beneficial 
effect in lessening any friction which may exist between 
the workers at the bench and the supervisory grades. 


* * * 


More Dollar Sterling Parities 


A comparison of the economic war efforts of the UK and 
USA in the December 25th issue of the Bulletin of Inter- 
national News soon meets the inevitable stumbling block 
of devising the correct dollar sterling exchange rate for 
converting the national income data expressed in these cur- 
rencies. The author of the article, who signs himself A. J. B., 
meets the difficulty by calculating a variety of parities each 
applying to certain types of goods and services. They are 
as follows: 


Consumers’ durable goods and services ... $6.5 to the £ 
Consumers’ non-durable goods .. $§.9° ~ 
National defence goods and non-defence 

goods and services bought by the Govern- 

ment a ss ae a .. $6.5 9 
National Defence Services ... $10 i 
Investment and disinvestment . $5.5 ee 
Consumers’ non-durable goods and services $6.1 5 


Consumers’ durable goods ... i .. $5 » 


The weighted average of these various rates, deriving 
the weights from official statistics of the distribution of 
national income, is $6.4 to the £. 


* * * 


Tin Prices 


On January 1st, the domestic price of tin was raised 
from £275 to £300 per ton, delivered at consumers’ pre- 
mises. This is the first change in the price since December 
9, 1941, when the London tin market was closed owing 
to the outbreak of the Pacific war and the Ministry of 
Supply’s Non-Ferrous Metal Control took over the regula- 
tion of prices. The reason given for the increase is a general 
upward movement in the cost of tin to the Ministry of 
Supply during the past two years, resulting in a 
burden on public funds. Measured by pre-war prices, the 
new price is a high one. The highest annual average price in . 
the pre-war decade—reached in 1937—was only £242 6s. 7d. 
per ton. The new price, however, remains well below the 
price paid to Bolivian producers—at present £333 Ios. per ton 
with a new increase pending—which implies that producers 
in the other supplying countries—chiefly Nigeria and Corn- 
wall—receive much less for their tin. The Nigerian price. 
despite the inclusion of certain compensation payments 
for the excessive working of the existing tin properties, is 
believed to be well below {£250 per ton. Whereas the 
Ministry of Supply’s policy seems to be to sell tin on a cost 
basis, in the United States the metal is supplied below cost. 
The selling price for the highest grades of tin has for more 
than two years been stabilised at 52 cents per lb., while 
actual refining costs at the US Government-owned Texas 
City smelter are believed to be about: 75 cents per Ib. 


(Continued on page 55) 
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REPUBLIC OF CHILE) 


SERVICE OF THE EXTERNAL DEBT RELATING TO THE 
YEAR 1943 (LAW No. 5580, 31st JANUARY, 1935) 


The Caja Autonoma de Amortizacion de la Deuda Publica de la Republica de 
Chile, in accordance with the provisions of Article 6 of the Regulations of Law No. 
5580 of 31st January, 1935, approved by Supreme Decree No. 3837 of 24th October, 
1938, declares that in the year 1943 it has received the following revenues :— 


Profits of the Chilean Nitrate & Iodine Sales Corporation ... $2,357,389.16 
Income-tax of the Fourth Category and additional tax on the 
Copper Companies i ns oe ae sto ahs $6,044,262.01 
Quota of the duties on petroleum for the Nitrate Industry 
(Article 7 of Law No. 6155 of 6th January, 1938) ne $ 57,561.72 
Quota of the duties on petroleum for the Copper Companies 
(Article 7 of Law No. 6155 of 6th January, 1938) re $ 108,031.70 
Total iii bes. 2s $8,567,244.59 


Fifty per cent. of this revenue, or the sum of $4,283,622.30, will be applied to 
the payment of interest at the rate of U.S.$1.428 per hundred dollars nominal capital, 
$0.33558 per hundred Swiss Francs nominal capital and £1 8s. 6.72d. per hundred 
pounds nominal capital. | 


By reason of the suspension of exchange operations in most of the foreign markets 
on account of the war, it has been impossible this year to make the conversions 
necessary to provide in Swiss Francs the sums required for the service of the bonds 
denominated in that currency. The Caja has accordingly been obliged to state in 
U.S. Dollars the rate of interest to be paid to the holders of these bonds and to 


maintain in that currency the funds required to cover such interest payments. 


Out of the remaining 50 per cent. of the revenue received, bonds have been 
redeemed to the nominal amount of U.S.$1,700,000 and £600, and have been 
withdrawn from circulation. 


After making the above-mentioned redemptions, the balances of bonds of the 
{xternal Debt are as follows :— 
£27,742,471 
U.S. $162,736,500 
Sw. cs.108,662,500 


SANTIAGO, CHILE. 29th December, 1943. 
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COMPANY MEETINGS 


BANK OF MONTREAL 


MR G. W. SPINNEY ON 
NATIONALISATION 


The 126th annual general meeting of the 
Bank of Montreal was held on the 6th 
ultimo at Montreal. 

Mr George W. Spinney, C.M.G., the 
president, said that he could not see that 
under nationalisation the varied banking 
services would be performed with greater 
efficiency and dispatch than they were 
now. He could find no need for nationali- 
sation in order to place the nation’s supply 
of money under governmental regulation, 
since the regulation of the money supply 
was a function already performed by the 
Government-owned central bank. 

The alternative which proponents of 
nationalisation offered in exchange for the 
present system of comp:titive banking was 
a banking monopoly under governmental 
control. Under such a system, once the 
borrowing requirements of a customer 
were denied, for whatever reason, he would 
have no recourse except through the chan- 
nels of special pleading or political in- 
fluence. 

In its primary aspects the matter of 
nationalised banking was one of monopoly 
versus competition in the field of credit; 
and even within these limits it concerned 
everyone owning or dependent upon a 
Canadian enterprise that might have need 
of day-to-day or seasonal credit accommo- 
dation. In its broader implications the 
issue was that of individual liberty of 
action as opposed to the concept of a 
central Government supreme not only in 
the field of legislative powers and respon- 
sibilities but in the spheres of business, 
industry and finance as well. That would 
inevitably mean the domination by the 
central authority of all bodies, whether 
public or private, which must have re- 
course to credit facilities. 

After warning against the dangers of 
inflation and of complacency at this stage, 
the president referred to the spectacular 
war-time achievements of Canadian indus- 
try and to the great contribution made 
to the war effort by agriculture and trans- 
portation. The bank’s own role in the war 
effort, he said, had been one of increasing 
responsibility. Volume of commercial and 
financial loans had shown little change, 
but in other directions the work had 
vastly anded. 

He referred to the effect. on the bank’s 

operations and affairs of the low level of 
interest rates, which had been a matter 
of Government policy—in peace-time years 
with a v:ew to stimulating business, and 
since the war for the purpose of keeping 
down the carrying charges on the debt to 
the lowest possible level. That had, he 
said, been clearly reflected in the interest 
return on savings deposits, 
_ For 126 years the bank had played an 
important part in the commercial and in- 
dustrial development of the Dominion. He 
was confident that it was well equipped to 
do its important part towards meeting the 
problems and opportunities of the post- 
war years in a continued spirit of enter- 
prise and helpfulness to the whole com- 
munity. 


GENERAL MANAGER'S REMARES 


Mr B. C. Gardner, the general mana- 
ger, dealt with changes in the balance- 
sheet since last year, including an increase 
of $138 millions in total assets to a new 
high level at $1,313,065,000, an increase 
of $115.7. million in investments to 
$799,848,000, the gain being mainly in 
holdings of Dominion of Canada deposit 
certificates, and other short-term obligations 
of the Dominion Government. 

Current loans and discounts were little 
changed. Commercial loans continued to 
reflect the reduction in inventories, the 
shortening of credit terms, the reduced 
activities of companies engaged in the 
financing of durable consumer goods, such 
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as motor-cars, the inactivity of financial 
markets, and the reduction of private debt. 

The rise in bank deposits had been ac- 
companied by a growth in the number of 
current and savings accounts and the 
bank now provided banking facilities for 
about 1,200,000 customers under those 
headings. The increase had been accom- 
panied by an even greater growth in the 
volume of transactions handled at branches, 
including the special war-time services. The 
services of the bank had been maintained 
at a high level of efficiency in spite of the 
greatly increased volume of routine.result- 
ing from war-time conditions. The volume 
of Canadian business activity had reached 
new peaks in the twelve months just 
closed. 

The report and accounts were adopted. 


CHARTERHOUSE 
INVESTMENT TRUST, 
LIMITED 


IMPORTANT SERVICES TO 
BRITISH INDUSTRY 


SIR ARTHUR H. MARSHALL’S 
REVIEW 


The eighteenth annual general meeting 
of the Charterhouse Investment Trust, 
Limited, was held, on the 31st ultimo, in 


‘London. 


Captain H. Nutcombe Hume, M.C., the 
vice-chairman, presided. 

The following are the remarks of the 
chairman, Sir Arthur H. Marshall, K.B.E., 
which were circulated with the report :— 

Taken as a whole, the results show im- 
provement over any other war year, both 
the Charterhouse Finance Corporation and 
the Charterhouse Industrial Development 
Company having had more profitable years. 
In the case of the former company the 
business which I mentioned in my last 
year’s remarks as being in prospect matured 
satisfactorily, and since the close of the 
year stockholders will have noticed from 
the Press that we have purchased some 
80 per cent. of the ordinary shares of the 
old-established and successful publishing 
company Methuen and Company, Limited, 
a transaction which we have reason to 
believe will prove profitable. 


PROSPECTS OF THE INDUSTRIAL 
DEVELOPMENT COMPANY 


_ The Development company has con- 
tinued to secure good business, and I feel 
quite sure that in the section of the group’s 
activities covered by this. company there 
is the prospect of greater activity after the 
war in connexion with the re-establishment 
on a peace-time footing of the smaller 
and medium-sized commercial and indus- 
trial businesses. Stockholders will recall 
that we have important and influential co- 
shareholders in this company, and with 
their collaboration I am hopeful that the 
Development company will be able to make 
a most positive contribution to the con- 
structive financial services which the City 
of London can render to British industry. 
Private financial enterprise has supported 
industry and commerce successfully in the 
past and can do so in the future, and I 
have no doubt that the several responsible 
concerns engaged in this class of business 
will prove the truth of this assertion and 
be ready to meet the demands which will 
be made upon them. The Charterhouse 
Industrial Development Company has now 
had nine years of experience in financing 
the smaller and medium-sized industrial 
company and has accumulated a fund of 
knowledge which should place it in a 
favourable position to secure and undertake 
good business in this field. 


THE FUTURE FOR PUBLIC ISSUES 


It is not so easy to foresee the course of 
business for the Finance Corporation, 
although I believe that generally the intro- 
duction of capital into productive enter- 
prise will still have to take place through 
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the machinery of public capital issues, and 
I hope that accredited issuing houses will 
not find their business unduly hampered 
by restrictions in their efforts to meet the 
genuine long-term financial demands of 
industry. 

The trust’s property interests have all 
shown better results during the past year, 
but while the burden of war damage con- 
tribution remains we cannot expect any 
return from them. At the moment demand 
exceeds supply in almost all classes of 
property except shops. 


THE GROUP’S RECORD SUCCESS 


Since its formation in 1925 the Trust and 
subsequently the Finance Corporation 
and the Development company have 
handled some ninety-five capital issues for 
seventy-nine different companies. I am 
sure that our stockholders will take pride 
in the knowledge that apart from three 
companies which were taken over on satis- 
factory terms the remaining seventy-six 
are all going concerns to-day and with five 
exceptions (two of which are London 
property companies) are paying dividends. 
This record reflects the policy which your 
company and its associates in the Charter- 
house group have always followed, namely, 
to concern themselves only with good- 
class business which will bear close inde- 
pendent investigation and which has every 
prospect of yielding satisfactory results to 
those who subscribe the capital. , 

By the time we meet again I most sin- 
cerely hope we shall be no longer at war— 
in Europe at any rate. It is our intention 
that at that time your companies shall be 
well placed to secure and handle good busi- 
ness and thus to make their full contribu- 
tion to the work of constructive finance to 
which I have already referred. To that 
end we have taken offices in No. 6, Old 
Jewry which we intend to occupy until we 
can build again on our freehold site in St. 
Swithin’s Lane. 

The report was unanimously adopted. 


APEX (TRINIDAD) 
OILFIELDS, LIMITED 


DIVIDEND OF 30 PER CENT 


The 24th ordinary general meeting of 
Apex (Trinidad) Oilfields, Limited, will be 
held in London on the 13th instant. 

The following is an extract from the 
report of the directors which incorporates 
the annual statement of Mr Walter Mac- 
lachlan, the chairman :— 

The profit for the year amounted to 
£394,565, making with the balance of 
£143,168 brought forward from the pre- 
vious year a total of £537,733. Against this 
amount there is chargeable interim divi- 
dend No. 46 of 123 per cent., directors’ ad- 
ditional remuneration, provision for taxa- 
tion and provision for de‘erred drilling 
operations, totalling £292,188, thus leaving 
a balance to the credit of profit and los 
account of £245,545. The directors now re- 
commend a final dividend of 17} per cent. 
less British income-tax at 5s. o}d. in the 
£, making a total dividend of 30 per cent. 
for the year. The balance of unappro- 
priated profits to be carried forward will 
amount to £144,483. 

At September 30, 1943, the current 
assets, less current liabilities and taxation 
and other provisions amounted to £494,415. 

In the national interest, this company, 10 
common with other oil companies, does not 
now publish figures of drilling and produc- 
tion, but it is generally recognised that the 
Trinidad oil industry is contributing to the 
war effort on a substantial scale, It will 
be appreciated that the extent to which we 
are thereby drawing upon our reserves of oil 
and the allocation to us of materials for 
drilling to maintain those reserves are 
matters at present outside our control. 
Under the circumstances the directors have 
appropr‘ated £30,000 from the profits of the 
year and £20,000 from general reserve [0 
institute a provision in respect of defert 
drilling operations. 
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nd TECALEMIT LIMITED remains undeclared on so many vital ques-. This means that, since 1936, we have pro- 
~~ tions, such as the disposal of surplus war vided for an extra year and a half’s income- 

stocks and the measures to be taken to tax, which is, of course, desirable in view 
i SUCCESSFUL YEAR—INCREASED revive British export trade. Your directors of the fact that the company is assessed to 
0 . PROFIT are neglecting nothing they can rightfully tax on the basis of profits earned in the 
il do to assure to Tecalemit, Limited, its preceding financial year. i 
a MR S. G. GATES’S SPEECH proper place after the war; meanwhile, The balance-sheet again shows a satis- 
ar, they take the view that it is in your best factory position, and you will observe that 
- The ninth “ 1 : f thi in’erests to maintain a conservative policy. the company has been able to finance the 
na _ ae Oe wneld —— —— or tnis For this reason the rate now recommended much increased turnover without having 
oo Me Ss a yng tthe — Be for a final dividend remains unchanged at had to raise any loans. 
eae > Ae airm: bi a cent., less tax, making 18 per cent. I should like to place on record the 
The Chai ae fj or Cae year. : board’s appreciation of the efforts made by 
od 4 — in the course of Nis _ Mr W. J. Parslow, formerly joint manag- _ all concerned. 
‘ ’ , ing director, has become sole managing Tite ee bcs cata 
: : : : ? : report and accounts were adopted. 
and Ladies and Gentlemen, in presenting the director during the year, owing to the re- eee - " P 
ion accounts for the year ended July 31, 1943, sicnation of Mr R. A. Chalmers, after 
ave we have introduced certain alterations in completing twenty years’ service with the TARRAN INDUSTRIES, 
for the grouping of assets and liabilities in the company. LIMITED 
am balance-sheet. We trust that these will 
tide commend themselves to you as giving a TRIBUTE TO STAFF 
ree clearer and more logical picture of the MR ROBERT G. TARRAN’S 
tis- company’s position. Man-power shortage has made the pasi SPEECH 
-six year in many ways the most exacting we 
five YEAR’S RESULTS have yet encountered. Staff - reduced to a The ninth annual general’ meeting of 
don bare minimum, and has worked through- Tarran Industries, Limited, was held, at 
* ’ > > 
nds. I hope that by the time we next meet out under extreme pressure. I am sure, the company’s registered offices, Clough 
ao 7 : : therefore, that you will wish to join me in : 
we shall have achieved victory over our paying a tribute to the exertions of thos Road, Hull, on the 30th ultimo, Mr Robert 
tery principal enemy, and that I shall then be ying : : - G. Tarran, chairman and managing 
sale : : : who have surmounted many formidable s z a: 

y, free to give a more interesting account of difficulties and rendered possible the satis- director, presiding. _ ; 
0d - your company’s wartime activities than is foxtuey venules achieved Mr R. G. Tarran, in the course of his 
ide- now permissible. Once again, the year’s The report and accounts were adopted speech, said: The past year’s result, which 
very operations have shown a notable expansion, iia —. reduces our carry-forward from £61,000 
S to which is reflected in the rise of stock in last year to £16,000 this year, is disappoint- 

hand’ and work in progress from £403,801 SYDNEY S. BIRD AND SONS, _ ing to workers, shareholders, management 
sin- to £647,534, and has resulted in a trading LIMITED and directors alike, but with a more reason- 
ar profit of £91,055 as against £63,403 last able attitude on the part of Government 
tion year. This profit figure has been arrived departments, the promising outlook for our 
1 be at after setting aside £610,000 as provision INCREASED TURNOVER factory-produced products, and the enor- 
a for taxation, an estimate which is_calcu- 4 mous potential demand for our services in 
- - lated to — the weet aoe - _The seventh annual general meeting of the field of building and civil ey 
company and its subsidiary and in addi- Sydney S. Bird and Sons, Limited, was I hope to be able to present a more 
that tion for income-tax on the company’s held th Iti ° 7 able report at our next annual general 
Old eld, on the 30th ultimo, at Cyldon Works, : 

1 profits earned up to July 31, 1943. Enfield meeting. ‘ nei 

we : ee : ° , . The directors, after their customary 

n St. f > ooniion a . ne, bee aeaanee The following is the statement of the cautious scrutiny of the accounts, feel that 
FOR AREER =, om managing director, Mr Sydney S. Bird is is 2 ti hich 
should i : = , yaney 9. bird, this is a time when the reserves which were 

q should add in this connection that the which was circulated with the report and . hould b d to 

F fi f £13,165 shown as due from this - built up before the war shou e use 
Sure a 35105 accounts and was taken as read: — er : 1 ture of 
company in the balance-sheet is not a : * : : ° assist in keeping the financia — e : 
fixed loan; it merely indicates the trading Sir Ian Stewart-Richardson’s military the concern on sound lines ready net 
iti b th duties have taken him out of the countr reconstruction years ahead, a policy which, 
position on current account between the a ry, = ; re the concurrence of 
two companies as at July 31st last. and I have been appointed to act as chair- ‘I am certain, will have the concurre 
Y. ill also h iced th h man in his absence, I am sure you would every shareholder. The directors propose 
ou will also have noticed that we have —jike me to send him our good wishes. that instead of paying 8 per cent. to Io per 

: acquired a shareholding in T.K.S. (Air- 4 cent. this year, as we have done in recent 
craft De-Icing), Limited. This represents _As regards the accounts. you will appre- years, the dividend shall be § per cent., 

ig of B we are associated with the Sheepbridge- Profits tax to rather more than £20,000 per annum since the formation of this company. 

ill be Stokes Centrifugal Castings Co., Limited, | 2:num, subject to income-tax, so that there No building concern is better equipped 
and the Kilfrost Manufacturing Company, th little or no indication in the accounts of with new methods and materials for the 

1 the Limited. the exceedingly busy year we have had. building industry than we are. It is our 

— The company was incorporated in 1936, intention to keep the lead, which we have 

ac- THE FUTURE and since that time provision has been achieved and which we feel will result in 
7 made each year for income-tax on a con- great benefit accruing to all associated with 
ed v As regards future _ Prospects, you will servative basis. As a result, the income- the company in the years ahead. 

e hardly expect me to indulge in prophecy, tax reserve is now sufficient to cover the The report and statement of accounts 

; oe especially while the Government’s policy estimated liabilities up to April 5, 1945. were adopted. 

st this 
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Z ad- (Continued from puge §2) Turner and Newall.—Asbestos goods, etc. 
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illing “ . Years to September 30, 
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Bh Lancashire Cotton Corporation.—Spinning and manufacture. Ponte Foe ccn caveat 2,545,721 2,407,550 ~—-2,710,801 

Years ended October 3lst, 

cent, 1941 1942 1943 BRNRRRCMABN NN oie) chaicia cuca sigmoee weaned: 188,908 188,196 199,211 

in the ; £ £ £ ices sin bc cn venta 1,847,762 1,686,218 1,955,667 

- cent. Profit after tax, etc. .............00..005 683,667 584,990 659,073 Fees and welfare fund .........-....-... 12,579 12,296 12,631 

SEE HTM ere tere renenranceere scone. 713,752 619,140 6 96,532 Preference dividend (net)..............-- 52,655 52,655 55,604 

d will Deere engre oss os sock se slomet 3,775 3,483 3,422 Ordinary stock :— 

Debenture service ........ 90,000 90,313 90,328 No iiecncaveeussceccsens 443,817 468,185 487,688 

7 - Depreciation. ER es 216,989 225,000 *325,000 EMER coe on csenviosterte ne vneo 350,143 354,934 366,671 

-urre Preference dividend (gross) ............. 68,417 56,872 32,751 TMI S cs cGessincdiva ine. waine ate ae 15°6 16°5 166 

axation ; . Rofo hescdc wikia. sicjara Maret c. 12} 12} 125 

94,415. Earned for Ordinary ..........6....0005. 334,571 243,472 245,031 

wv, in Cb on ondinary..................0005: 125,666 142,983 179,166 General Reserve ..........00000e000000: 100,000 100,000 100,000 
any; SS ee eR ie 32-4 18-0 13-0 CALEVMORMAEE! <5 oc cicisicciccccee ceceiee sue 65,189 78,440 99,457 
pes not I oer oe aes x one i sesns es + 7h 7h 7} ae 
roduc- : 

oo the fy General Reserve ............... eee 200,000 100,000 100,000 Consolidated Balance Sheet 

he EES ewe 211,929 212,418 178,283 ere 5,398,492 5,082,981 4,847,366 

to the Net inter-company items*............... 110,929 128,737 164,061 

It will ae Net liquid’ assets. 1... occ ccreecccecee 4,800,155 5,298,914 5,770,562 

sich we fa Net fixed assots..................ec0e0s 3,532,802 3,427,435 3,290,560 

ri Net liquid assets ...............000eeeee 2,315,851 2,920,561 3,328,645 Gress Neil GRRE a a o.5:0 osiaieciedesisoeesies 10,609,626 - 12,301,182 13,506,622 

‘S - me Income tax reserve..........----0.000-- 201,465 298,507 400,000 

jals for General re * This item refers to companies in which the parent company holds less than 

es are REPEL RRRE TERS ess yhkeaeneees 650,000 1,047,750 1,147,750 75 per cent. of the issued share company ; —— — than = per cent. is held the 

ee company in question appears in the consolidated balance sheet. 3 
control. *] » in hand al 719,878 1,807,244 1,995,782 7 Taleien dividends from subsidiaries. ‘This figure is reached after deducting 
rs have + ee, £100,000 to deferred repairs. g : managerial and other expenses. 

s of the + ie pened pe go pete -* — = a oe ve t Including E.P.T. and N.D.C. of subsidiaries, but not their income tax, which is 

erve 10 . two soe capital of £713, CERT SEIES AEP Sn any SS Caper CR UaY Over deducted before the gross profit figure is reached. 

leferred 


The £1 ordinary stocks units at 35s. 3d., ex dividend, yield 


: The £1 units of ordinary stock at 78s. 9d., ex dividend, yield 
just over £4 5s. per cent. 


£3 3s. 6d. per cent. 
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RECORDS and STATISTICS 


INVESTMENT 


otock Exchanges : : London 


”» 


‘“ FINANCIAL NEwS”’ INDICES 


Total ese Security Indices 
Bargains | ae Sane - 
in S.E j Day = 
List | 1943 30 Ord. | 20 Fixed 
iz | shares* | Int. 





1942 1943 | 1943 
3,842 | 4,004 103 -0 134-0 
3,873 i Closed | 103-1 | 134-1 

1943 1944 1944 

5,290 \ 7,205 1 103 +2 134 -0 
4,911 | 6,147 103-3 134-1 
4,972 | 6,353 103-3 | 134-2 

* July 1, 1935=100. + 1928= 100. 30 Ordinary shares, 1943: phat. 106-1 


(Oct. 1); lowest, 94-1 (Jan. 4). 20 Fixed Int., 1943: highest, 136-8 (Jan. 22); 
lowest, 133-1 (Sept. 8). 


' 


New York 


STANDARD STATISTICS INDICES 
DatLty AVERAGE OF 50 CoMMON STOCKS 


HI 

Average | Transactions || °1943 | Average | Transactions 

114-2 761,000 | Dec. 23... | 115:0 580,000 

114-6 ‘ 24... | 115-1 512, 000 

115-1 SS 115-0 651,000 

115-5 J | ee 114-1 922,000 
beue. 115-2 | 39... 113-8 997,000 
OR ccs 115-0 564,000 | 


"1943: High, 125-4 (July 14); Low, 99-3 (Jan. 2). + Two-hour session. 
(WEEKLY AVERAGE s) (1935-36 = 100) 


* Common Stocks. 


Capital Issues 


Nominal Con- New 
Capital versions Money 
£ 


(a) Aug. 25. 


Week ending 
January 8, 1944 


Particulars of Government issues appear on page 57. 

Including Excluding 

Conversions Conversions 
1,628,572,909 1,603,822,620 
1,515,921,468 1,468,062,723 

Destination* Nature of Borrowing* 

Brit. Emp. Foreign Deb. Pref. Ord. 
U.K. ex. U.K. Countries 


£ £ £ oe £ 
1943... . 1,600,515,516 2,668,427 638,677 1,591,863,555 2,247,701 9,711,364 
1942.... 1,467,210,192 774,216 78,315 1,459,865,716 1,128,112 7,068,895 


* Conversions Excluded. + Includes Government issues to December 28, 1943, only. 
Above figures include all new capital in which permission to deal has been granted. 


FLXED INTEREST AND EQUITY SECURITY 
MOVEMENTS (July 1, 1935 = 100) 


Financial News Indices of 20 fixed-interest securities 
(converted to new base) and 30 ordinary shares. 


* 50? 
oo 
| evccese*** 
e 
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1943 


A YEAR’S CAPITAL ISSUES 


The following tables give yearly figures for capital issues, 
on both “‘ new ”’ and “‘ old’”’ bases, with the usual comparisons. 


TaBLE I—Totat BorROWING (MILLION £) 


| 
} 


| British 


I—— car. Total | 


Calendar 2 Empire | | Foreign Racine 


Years | *Hoine | Others | 
Govern- Ic orpo- 
ment | rations | 


| Indices 


By Direct Public Offer (Old Basis) 


|. 83-9) 14-9 | 164-8 3 ase 6 63-2) 4 
{1497-5 Nil) 0-4 /1,4 2-9 | 
1457-1} Nil) 0-3 [137 i 4 0-4 | 
1,586°3) Nill 1°84] 1°5 | 


Including *‘ Perinission to Deal’ (New Basis) 


88-0; 54-9) 183-9) 326-8) 29-3 
,497 - ‘5| Nil 1,505 5) 4: 2 
Nil 9-2! 1,466°3| 0-8 
[2.586 3 1:7; 12:5, j1600 | 2-7 


* Including County and Public Board Loans. 


TaBLeE I]—Company IssuEs (MILLION £) 


ee Old Basis 
aed 
| 
| 


Debentures .... | 
Preference 


TABLE IIJ—ANALyYsIs oF NEW CAPITAL APPLICATIONS 
(Excluding Conversions) 


Whole Year | 
(Old Bz 7; 


1942 1943 


Whole Year 
(New Basis) 


£ £ £ £ 
British Govt. Loans. | 1,457,057,000 | | 1,586, SS, 000 | 1,457,057,000 | 1,586,331,00: 
Nil ‘Nil 


Foreign Govt. Loans. 
Corporation, County | 
and Public Boards rT Nil Nil 1,960,000 
Foreign Railways . Nil ae | 
Mines i Nil | 168,000 | | 
Breweries .......... Nil Nil Nil } 
Motors, etc. ........ Nil Nil, | 


6, 500 Nil 
1,717,001 
il 


607,800 
507,200 
764,200 
299,800 
210,000 346,600 
104,300 | Nil 
2,409,400 ; 4,433,500 
178,300 | 465,100 
Nil 32.800 
' 
Nil | 1,537,200 
751,100 | 120,000 
103,100 | Nil 
1,581,100 | Nil 
1, 364, 900 2,607,000 | 5,377,800 


BMOR. os5<55 jl, 457, 753, 900 | 588,561,100 561,100 | 1,467, '1,467,195,700 700 v0 | 3,068,308900 [1 602,540, ‘000 


Explorn., Fin’cial, &c. | Nil il- 49,400 
Estate and Land.... Nil 
eth edGS eo Nak sss | Nil 
Iron, Coal, Steel, etc. | Nil 
Stores and Trading. . Nil 
| Nil 
Electric Light, Power | 
and Telegraph .... Nil | | 
Gas and Water Nil } 
Tramways and Buses 50, 000 | | eae 


Shipping | Nil 


‘Manufg. and Misc. . 646, 900 | 


FINANCE AND BANKING 


THE MONEY MARKET.—The transition from credit scarcity 
to abundance over the turn of the year 1943 into 1944 has been 
as marked as usual. Although credit has been absorbed in 
large quantities by official open market sales of bills, the market 
has this week been glutted with funds, and all the banks have 
been keen buyers of bills. The banks had to pay £80,000,000 
against Treasury deposit receipts this week, of which about 
£40, 000,000 represented new money. The process of rebuilding 
the discount market’s somewhat depleted bill holding was 
helped this week both by official resales (discussed in a note of 
page 48) and by the 41 per cent. allotment which the market 
obtained at last week’s Treasury bill tender. The easing of the 
credit position has been helped by the return of notes from 
circulation, this week’s Bank return showing a net reflux ‘ 
nearly £5 millions. gy 


MONEY RATES, oath foliowing rates remained unchanged betwee" 
Dec. Slst and Jan. 6th 


“Bank rate, 2% nat from 3°% October 26, 1939). Discount rates : Baak 
Bills 60 days, 14%. 3 months, 1a % : - months, 1A-1k%; 6 month: 
lg&-14%. Treasury Bills: 2 months, p Ale %; 3 months, l-lgy%. Day-to-day 
— #-13%. Short Loans, 1-1}%. Bank deposit rates.$%. Discount depos! 
at call $%; at notice 3% 


Exchange Rates.—The oem rates fixed be’ the Bank of England remained 
unchanged between Dec. 3lst and Jan. 6th. (Figures in brackets are par of 
exchange.) 


(Continued on page §9) 
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GOVERNMENT RETURNS | 


For the 13 days ended Dec. 31, 1943, total 
ordinary revenue was £95,337,000, against 


ordinary expenditure of £170,025,000, and | 


issues to sinking funds of £455,000. Thus, 
including sinking fund allocations of 
£9,995,735, the deficit accrued since April 
ist is £2,398,808,000 against £2,297,689,000 
for the corresponding period a year ago. 


ORDINARY AND SELF-BALANCING 
REVENUE AND EXPENDITURE 


j a Receipts into the 
Exchequer 
| | (£ thousands) 








Se oc : 
Revenue mate | April a 2 . 
1943-44 to to | ended} ended 
| | Dec. | Dec. | Dec. | Dec. 
} | 2, 31, 31, 31, 
| 1942 | 1943 | 1942 | 1943 . 
ORDINARY | 
REVENUE 
Income Tax. . . ./1175000) 407,513, 514,184| 30,535! 40,996 
Sur-taX.... 0... 80,000} 21,239, 20,352 1,435) 922 
Estate, etc., 
eee 100,000} 68,872] 71,876) 3,932, 1,980 
ER. 5 5.0:5:04:5 17,000 10,470} 13,740) 1,300) 1,520 
a ’ 20,485} 22,978} 637) 839 


BP.f. ... 
Other Inld. Rev.| 1,000 320 
Total Inld. Rev. 1873000 781,929| 999,197 48,397) 52,956 


. | f} 500,000! 253,030) 355,819, 10,558! 6,690 
248| soe 10 














Customs....... | 525,320) 343,429] 407,261] 10,360 14,764 


























SN s.0:s 009 450,180 317,100) 358,395 18,400, 23,190 
Total Customs &| | | 

Be s.....0050 | 975,500) 660,529) 765,656 28,760, 37,954 
Motor Duties. .. 25,000) 6,497| 5,460 207 
Canadian Govt. | 

Contribution . | 224,719 4,735 
P.O. (Net Re- | | 

a ee 400} 9,750| ... |Dr650| ... 
WirelessLicences} 4,700) 3,090) 3,190) 480; "500 
Crown Lands... 800 720 730 40 20 
Receipts from 

Sundry Loans| 4,100) 2,457! 4,541 an ws 
Miscell. Receipts} 24,000} 76,906, 58,590 1,063, 3,701 











! 


Total Ord. Rev.|2907500,1766598) 


1837364| 82,847| 95,337 


— 











SELF-BALANCING 

















P.O. & Brdcastg. 110,632) 79,400! 82,300 
DN cave nas \$018132 1845998 1919664 87,148, 99,387 
Issues out of the 
Exchequer to meet 
payments 
i. (£ thousands) 
i 0 rae arm 
Expenditure | mate, | April | April 2 | 3 
1943-44, 1 | Days | Days 
| to to ‘ended | ended 
:t | Dec. | Dec. | Dec. | Dec. 
i 31, Se 3k | 38 
, 1942 | 1943 | 1942 | 1943 
fect er een ae er a eee 
ORDINARY | | | 
: EXPENDITURE j 
nt. & Man. of 
eee 375,000) 254,522) 283,449) , 2,526 
ayments to N.) | | 
Ireland...... 9,500) 5,606; 5,336 240) 332 
OtherCons. Fund | j 
Services ..... 7,500 4,494) 4,302 458 «445 





Yotal..........] 392,000! 264,422) 293,088 2,702 3,104 
Supply Services. |5366751/3791059 3935088 180617 166921 
Total Ord. Exp.|5758751 4055481 4226176|183320|170025 








eno 





SELF-BALANcING|  d | 
enbeamenien 110,632) 79,400) 82,300 4,300) 4,050 


MM sia cnc |5869383 4134881 4308476 187629 174075 





A change has been made in the method of showing 
an excess of Post Office Expenditure over Post Office 
Revenue. Such excess is now included as ordinary 
expenditure (under “‘ Total Supply Services’) instead 
of being shown, as up to July 24 inclusive, as a deduction 
from ordinary revenue. 


_After increasing Exchequer balances by 
£240,846 to 43,029,227, the other operations 
for the week (no longer shown separately) 


taised the gross National Debt by 
£75,316,993 to £19,246 million. 
NET ISSUES (£ thousands) 

BAD GAMA AMRREOI  :co556-0:a'o 5 <c:acs narswisic sowie es 350 

BN NN, I nw onc o.n:6 + crsicw y ovcene 1,748 

Overseas Trade Guarantees. .........2..0.0000e 36 

2,134 


4,300; 4,050 


THE ECONOMIST 


MONTH’S CHANGES IN DEBT 


(£ thousands) 


Net INCREASES Net REPAYMENTS 


£ 
Treasury Bills .... 35,831 | Other Debt : 


Nat. Sav. Certs.... 13,650 Hxtormal.......... 2,403 
3% Def. Bonds... 5,841 
23% $|\Nat. War 
Bonds, 1951-53. 1 
24% Nat. War 
Bonds, 1952-54. 37,300 
3% Sav. Bonds, 
1960-70........ 20,115 
Other Debt :— 
Internal........ 3,627 
Ways and Means 
Advances ...... 41,585 
Treasury Deps. by 
TD 5 cscs 110,000 
Tax. Res. Certs.... 36,488 
304,438 2,403 


FLOATING DEBT 
































(£ millions) 
| Ways and 
ae | Means Trea- 
| Advances — Pg 
— — e- loat- 
Date | Bank | posits' ing 
Ten- T Public | of by Debt 
der Depts. | Eng- | Banks 
, land 
| 
1942 | | | 
oe. 2833 -2 , 161-6 | 67:7 | 966-5 | 4029-0 
| 
Aug. 28 |1170 -0; 1892 -4 | 313-2 | | 1045 -0 | 4420-6 
Sept. 4 |1170-0 Not available 
» 1 j1170-0 ss ee 
» 18 |1170-0 * i 
» 30 3078 -8 259-5 | ... | 1114-5 | 4452-8 
Oct. 9 {1170-0 Not available 
» 16 |1180-0 ; sd a 
» 23 |1190-0 oa “ 
»» 90 {1200 -0| 1872 -3 | 326-5 | 16-7 | 1213-0 | 4628-5 
Nov. 6 {1210-0 ‘ Not available 
” 13 ‘1210-0 . ” ” 
” 20 (1210-0 | ee 
» 27 |1210-0] 1868 -9 | 363-6 | 27-0 | 1291-0 | 4760-5 
Dec. 4 {1210-0 Not available 
» 11 |1210-0 a ‘ 
» 18 /1210-0 as a 
» 25 (1210-0) | es a 
oo oa 3115-2 | 367-0 | 65-2 | 1662-0 4086-4 
' 
TREASURY BILLS 
(£ millions) 
A Per 
mount Average Cent 
Date of | ne Rate Allotted 
Tender — of =— at 
Offered|“PPi°“lallotted| = ™°? Min. 
os of Rate 
— ere 70 —_-_—__ 
1942 | | a 
Dec. 31 75-0 | 143-5 | 78:0 | 20 2:05: 41 
1943 
Sept. 10 90-0 | 193-3 |- 90-0 | 20 2-57 29 
o oF 90-0 | 183-6 | 90-0 | 19 11-10 41 
re 90-0 | 188-8 | 90-0 | 19 10-97 37 
Oct. 1 90-0 | 190-2 | 90-0 | 19 11-98 28 
a 8 100-0 , 199-8 | 100-0 | 20 0-36 35 
» 15 | 100-0 | 196-3 | 100-0 | 19 11-95 32 
» 22 | 100-0 | 181-8 | 100-0 | 20 0-62 41 
» 29 | 100-0 | 193-4 | 100-0 | 20 0-48 35 
Nov. 5 90-0 | 213-1 | 90:0 | 20 0-04 23 
shi 90-0 | 197-5 | 90-0 | 20 0-29 27 
» 29 90-0 | 190-4 | 90-0; 20 0-23 29 
» 26 90-0 | 197-1 | 90-0] 20 2-93 30 
Dec. 3 90-0 | 201:0 | 90-0 | 20 2-19 23 
» 10 90-0 | 197-2 | 90-0 | 20 2-54 28 
oo a 90-0 | 198-2} 90-0 | 20 1-68 17 
Jan 90-0 | 183-2 | 90-0 | 20 2-10 26 
o~ oe 90:0 217-0 | 90-0 0 | 41 


| 19 10- 


On Dec. 31st applications at £99 15s. per cent. for bills 


to be paid on Monday, Tuesday, Wednesday, Thursday * 


and Saturday of following week were accepted as to 
about 41 per cent. of the amount applied for, and applica- 
tion at higher prices in full. Applications at £99 15s. 1d. 
for bills to be paid for on Friday were accepted in full. 
£90 millions of Treasury Bills are being offered on 
Jan. 7th. For the week ending Jan. 8th, the banks will 
be asked for Treasury deposits to the maximum amount 
of £80 millions. 


GOLD AND SILVER 


The Bank of England’s official buying price for gold 
remained at 168s. Od. per fine ounce throughout the 
week. In the London silver market prices per standard 
ounce have been 234d. for cash and for two months. 
The New York market price of fine silver remained 
at 44% cents per ounce throughout the week. Bombay 
bullion prices were as follows :— 


Gold Silver 
per per 
Date Fine Tola 100 Fine Tolas 

Rs. a. Re. a. 
OS Serer 71 2 115 O 
a ere 71 2 115 0 
pe. eee TT! 2 118 #10 
a Saree 71 «2 119 «8 
a eae % 2 119 +O 


57 
BANK OF ENGLAND 
RETURNS 


JANUARY 5, 1944 
ISSUE DEPARTMENT 


f 
& 


Notes Issued : Govt. Debt... 11,015,100 


In Circln. . . .1083,941,337 | Other Govt. 

In Bankg. De- Securities .. . 1088,348,646 
partment.... 16,300,381 | Other Secs.... 622,834 
Silver Coin... 13,420 
Amt. of Fid. : 
ee 1100,000 000 

Gold Coin & 

Bullion (at 

168s. per oz 
MN a6 cee 241,718 
1100,241,718 1100,241,718 


BANKING DEPARTMENT 


£ £ 
Props.’ Capital 14,553,000 | Govt. Secs. .. 231,604,576 
OR ae aarsicces 3,334,912 | Other Secs. : 

Public Deps.*. 9,555,552] Discounts & 

—_————__—_——. Advances... 1,609,694 

Other Deps. : Securities.... 14,883,653 

Bankers..... 184,053,901 ee 

Other Accts... 53,724,347 16,493,347 

-_—_—_—_—_——- | Notes........ 16,300,381 

237,778,248 | Gold & Silver : 

COMB a cv ccs 823,408 

265,221,712 265,221,712 


* Including Exchequer, Savings Banks, Commis- 
sioners of National Debt and Dividend Accounts. 


COMPARATIVE ANALYSIS 


(4 millions) 





oe 
1943 1943 | 1944 


Jan. | Dec. | Dec. Jan 
6 22 | 29 | 5 











Issue Dept. : | 
Notes in circulation... .. | 920 -0/1081 -0|1088 -7,1083 -9 
Notes in banking depart- | | 
MEME Sodan een wawns 30-2) 19-2} 11-6) 16-3 
Government debt and 
SECUSICIES® 5555 5 oss 0' | 948 -4/1099 -2)1099 -3/1099 -3 
Other securities........ 0-8) 0-7} 0-7} 0-6 
SiGe COMB soe. <56-0:e sins 0:38 0:0} 0-0}; 0-0 
Gold, valued at s. per| 0-2} 0-2} 0-2} 0-2 
Oa has éeamatie 168 -00\168 -00\168 -00\168 -00 
Deposits : 
Us a iasn chases 7:3 7-3) 10-3} 9-6 
NINO ose: Sore. ocerararcleners 157-6} 169-0) 234-3) 184-1 
Others....<..< aiantarra ae 82-5) 53-7) 60-4) 53-7 
TEOREE Se in waicsacsseodcs 247 -4) 230-0) 305-0) 247 -4 
Banking Dept. Secs. : | 
Government........... 197 -4) 210-3} 292-0) 231-6 
Discounts, etc.......... 16-7 1-6 2:5 16 
QUES cease checwsias | 20-4 15-8 15-9} 14:9 
TOUR aa oid cares ans e's! ene 234-5) 227-7) 310-4) 248-1 
Banking depart. res. ..... |} 30-8) 20-3) 12-5) 17-1 
| % % Ys 1 
** Proportion” .... .. gsiancs | 12-4 8°38 4-0: 6-9 








* Government debt is £11,015,100; capital 
£14,553,000. Fiduciary issue raised from £1,050 million 
to £1,100 million on December 7, 1943. 


NATIONAL SAVINGS 
CERTIFICATES AND 3% AND 24% 
BOND SUBSCRIPTIONS 


(£ thousands) 








| 3% | 3% | 28% 

— | N.S.C. | Defence | Savings Psi 
| Bonds Bonds | 1952-54 

Oct 46 seca 5,017 1,594 6,916 6,421 
ING S eccces 4,767 1,562 4,493 | 11,353 
se  waee ae | 5,147 1,861 5,690 | 23,049 
ga NER aresaes 5,013 2,029 5,606 9,872 
ay acne er 4,459 1,897 5,512 6,383 
ion asimelna 4,534 1,663 3,314 | 12,108 
Se ecoerer 4,683 1,697 4,134 4,490 
jaf ARMac acaraes 4,115 1,555 | 3,482 | 13,913 
ae eee | 3537 | 1,362 3,710 | 5,493 
wep Majo Ouse 3,320 997 2,785 3,917 
Viti Seca | ee “aa 5,658 | 10,285 


Totals to date. .| 992,485*| 649,432*| 14320217 |}] 178,689 





*214 weeks. + 157 weeks. t 18 weeks. 
|| Including all Series. 


Interest free loans received by the Treasury up to 
Jan. 4th amounted to a total value of £62,883,746. 
Up to Dec. 3lst, principal of Savings Certificates to 
the amount of £136,472,000 has been repaid. 
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THE REVENUE 


1—AN ACCOUNT OF THE TOTAL REVENUE OF THE UNITED KINGDOM, in the undermentioned periods of the 
Year ending March $1, 1944, as compared with the corresponding periods of the preceding Year. 
















1 | 
Quarter from Oct. 1 to Dec. 31, 1943, compared | Period from April 1, 1943, to Dec. 31, 1943, compared 
with the corresponding Quarter of the preceding Year with the corresponding period of the preceding Year. 










































































Net Increase. 


| eee ad | Estimate for | _ eee 
| l "| the Year in 
Quarter ending|Quarter ending | 1943-44 Period ending | Period ending | | 
! Dec. 31, Dec. 31, Increase. Decrease. | | Dec. 31, | Dec. 31, | Increase. Decrease. 
i 1942. 1943. bs | 1942. | 1943. a . 
—— ———— + a ee — —— = — — — a i ——. — — 
ORDINARY REVENUE. | £ | £ £ £ | £ \ £ | ef a c | £ 
Inland Revenue— | | | 
ES Se eee 133,659,000 | 154,714, 000 | 21,055,000 | i 1,175,000,000 | 407,513,000 | 514,184,000 | 106,671,000 | a 
DG ..chbecbGesesese4ss soos \ 8,855,000 | 7,988, 000 | a | 867,000 80,000, 000 21,239,000 20, 352, 000 | 887,000 
ee EN ee ee ee 22, 363,000 23, 365,000 | 1,002,000 | ste 100,000,000 68,872,000 | 71, 876,000 3,004,000 av 
Pct chisscckeeheeskese so% 96's 3,510,000 | 5,400,000 | 1,890,000 se 17,000,000 10,470,000 13,740,000 3,270,000 
National Defence Contribution... ... i 6,950,000 | 9,608,000 | 2, 658,000 | ae 500,000,000 20,485,000 22,978,000 2,493,000 
PES PUES TRE ow oc cccccessy sss ; 98,482,000 ; 127,466,000 | 28,984, "000 | ae 253,030,000 | 355,819,000 102, 789, 000 = 
Other Inland Revenue Duties....... 60,000 | 20,000 | one | 40,000 1,000,000 | 520,000 | 248,000 72,000 
Total Inland Revenue.......... | 213, 879,000 | 328,561,000 | 55,589,000 9 907,000 | 1, 873,( 000, 000 | 781, 1929, 000 | 999,197,000 i 218,227,000 | 959,000 
! j 
| | } 
Customs and Excise— . | | 
PP pcuicobbavcuh<shevdkwnw sas 115,162,000 | 141,119,000 | 25,957,000 | 525,320,000 | 343,429,000 | 407,261,000 63,832,000 
ON C66.,URKbe st wxnsNeneekoess | 112,300,000 | 123,795,000 | 11,495,000 | 450,180,000 | 317,100,000 | 358,395,000 41,295,000 | 
Total Customs and Excise...... 227,462,000 [ 264,9 914,000 7 3482,000 37,452,000 | — ae 975,500,000 | 660,529,000 | 765,656,000 | 105,127,000 | 
Motor Vehicle Duties.................. 1,846,000 | noe Cee oo 97,000 "97,000 | 25;000,000 6,497,000 5,460,000 | es | 1,037,000 
Canadian Government Contribution... .. , 69,903,678 | oe rr 69,903,678 224,719,101 cae ie 224,719,101 
Post Office (Net Receipts).............. 3,350,000 | —_ | 3, 350,000 400, 000 9,750,000 cae si 9,750,000 
NSE ROUD 5 xox 006.0060 vesscccen 1, 570, 000 | 1,500,000 70,000 4,700,000 3,090,000 3,190,000 100,000 ais 
EE isu bbGks ss s0s 0000 s0%0s | 260,000 260,000 800,000 720,000 730,000 10,000 | 
Receipts from Sundry Loans........... | 1,427,150 2,548,795 | 1, 121, 645 4,100,000 2,457,320 4,541,373 2,084,053 a 
Miscellaneous Receipts................. | 23, 849, 369 18,948, 521 | 4, 900, 848 24,000,000 | 76,906,176 58,589,763 hae | 18,316,413 
Total Ordinary Revenue....... | 603,547,197 | 618,481,316 pr corecceen 94,162,645 | 79,228,526 79,228,526 | 2,907,500,000 | 1,766,597,597 | | 1,837,364,136 | 325,548,053 | 254, 781,514 514 
j eee en, cee | —— a 
| £14,934,119 1 £70,766,539 
: | Net Increase. | { | Net Increase. 
Se_F-BALANCING REVENUE. | l | | 
en ne Po errr Te 26,800,000 | 28,850,000 | 2,050,000 | see | 110,632,000 | 79,400,000 | 82,300,000 | 2,900,000 | 
PN cundeseses$osssecnseren | 630,347,197 | 647,351,316 | 96,212,645 | 79,228,526 3,018,132,000 /3, 1,845,997,597 | 1,919, 664, 136 | 328,448,053 3 | 254, 781, 514 
iitteasitsdlitiatysabiaittmnciniaial a , S sateen er a 
| £16,984,119 | | £73,666,539 
| 


| \ Net Increase. 


Il.—AN ACCOUNT showing the RECEIPTS into and ISSUES out of the EXCHEQUER in the Period ending 
December 31, 1943, as compared with the corresponding period of the preceding Year. 





















ORDINARY EXPENDITURE. 


= ities ie seen 
Estimate for | Period ending Period ending Estimate for | Period ending | Period ending 
RECEIPTS. the Year Dec. 31, Dec. 31, ISSUES. | the Year Dec. 31, Dec. 31, 
1943-44. 1942. 1943. | 1943-44. 1942. 19453. 
ee leas ion amie a Se —— —_—__ 
£ f £ £ | £ £ 














Interest and Management of National | | 


Ordinary Revenue, as shown in Account I 2, »907,500,000 ; 1,766,597,597 | 1,837,364,136 DMR cREREGSCAMBaKE Rio eeoeaa sos 375,000,000 | 254,322,169 | 283,449,006 
Payments to N. Ireland Exchequer ..... | 9,500,000 5,606,383 5,336,337 
Other Consolidated Fund Services ...... ' 7,500,000 4,493,526 4,302,275 











NE S535 sh snp sbeke sane ense 392,000,000 | 264,422,078 | 293,087,618 


Self-Balancing Expenditure). . 1, 366,751,000 | 3,791,058,707 | 3,933,087,906 
Total Ordinary Expenditure... ‘ »758,751,000 | 4 055,480,785 | 4,226,175, 75,524 


\ 
) 
Total Supply Services (excluding | 
| SELF-BALANCING EXPENDITURE. | 
| 
| 


1 
; | 
Self-Balancing Revenue, as shown Post Office Expenditure corresponding to | 


| 
Account T.......... cece se eeecees =| 110,632,000 | — 79,400,000 0 | 82,300,000 In sees svesesscccecesensi | 110,632,000 | 79,400,000 ; 82,300,000 
—]—— $$. — 1 


Total Revenue ..................- se eeeeeee | 1,845,997,597 | 1,919,664,136 Total Expenditure ............. atnneuiid 4,134,880,785 | 4,308,475,524 
Interest Outside the Permanent Debt Charge— 


| 
Receipts under Section 4 (4) (0) of the Overseas Trade Issues under Section 4 (5) (a) of the Overseas Trade 
ENED PAGE, BOSD. 0 -  - osc ssc vccsvccccswenee 162,293 | 175,488 Guarantees Act, 1939............0ceeeeeeee 162,293 





175,48¢ 


Money Raised by Creation of Debt— 
(a) For Capital Expenditure Issues— 










‘ 
| Issues to Meet Capital Expenditure— 
| Under the Post Office and Telegraph (Money) 


Under ths Post Ofice and Telegraph Acts, 1939 and 1943... LEASeeSTsmaps sacenees 7,200,000 6,800,000 
(Money) Acts, 1939 and 1942....... 7,100,000 6,800,000 Under the Housing Act, 1914....... se eevevecee ¥ es 
Under the Housing Act, 1914............ 5,000 a 
(0) For other Issues (Net)............022eeee eens 2,299,604,202 | 2,391,100,191 
Receipts under the War Damage Act, 1941*........... as 8,339,000 
yments, &c NINE 5 60k 56ne enews e ison de ev abs dee ee ss ye 8,807,847 
Repa i ae 





In respect of Issues under Section 4 of the Overseas 





















‘Tendo Guarantess Act, 1950 112.600 201.500 Issues under Section 26 (1) of the Tithe Act, 1936... 2,165,000 
ean caece , , 
In respect of Issues under Land Settlement : i : \ 
(Facilities) Acts, 1919 and 1921 ............ 127,416 197,353 ee = ae Game 374,195 
In respect of Issues under Section 26 of the 1.766.334 2.068.557 Issues under Section 4 (1) of the Overseas Trade 
Ee A ED eos cn ecesseceneccncensesns . » 106, »U0S, Guarantees Act, 1939..........cccccccesccccees 972,000 
Balances in Exchequeron | 1942. 1943, | 254,875,442 4,328, 546,225 | Dec 31, | Dec. 31, | 4,154,467,720 4,328, 392,556 
April 1— £ £ | 1942 94 
Bank of England ... 2,009,263 2,004,222 Balances in Exchequer— £ £ 
Sesket ieteed .... "425,191 871,336 Bank of England... | 2,121,742 2,007,299 _ 
|_____—______—_|_ 2,434,454 | 2,875,558 Bank of Ireland .... | 720,434 1,021,928 2,842,176 5,029, 
£) 4,157,309,896 | 4,331,421,783 £| 4,157,309,896 | 4,331,421,785 





chee nine 
® This sum is in addition to the sums credited to Miscellaneous Revenue and represents the excess (if any) of the total receipts over the amounts paid out of the Vote of 
Credit to meet expenditure under the Act. 






Treasury, December 31, 1943. 


12 “ 
Gold cet 
due fr 
Total res 
Total ca: 
Total U. 
Total bil 
Total “ 


F.R. not 
Excess 0 
Mr. banl 
Govt. de 
Total de 
Total lia 
Reserve 

BANK 


Monetar 
Treasury 


Money i 
Treasury 





CE 


Gold... 
British ¢ 
Sterling 


Notes ir 


Unite 
$ (4:8 
17 -30-4 
Florin | 
99 -80-] 
(buying 

Fixed 
Peseta 

Mark 
Jan. 6t) 


oan 


Speci: 
no rate 
account 


Forw: 
follows : 
3 cents 





New \ 





Cables :- 
London 
Montrea 
Zuricht 
B. Aires 
Rio... 

Lisbon. 

Barcelo1 
Stockho 





The 
(Dece 
borro\ 


Total or 
New Sin 


S re 
“ Oth 
Inctease 


The it 
tnd re 














































































































January 8, 1944 THE ECONOMIST 59 
= 
Ov ERSE AS BANK AUSTRALIAN COMMONWEALTH RESERVE BANK OF INDIA 
WPT ae ~ | Nov. ; Oct. } € | Oct. | “Oct. Million rupees 
St mim) © a a 
U.S. FEDERAL RESERVE ’ AssETs 1942 | 1943 | 1943 | 1943 iin | thie | Mens, t es | Oe 
Million $’s Gold and English ster... ..| 29-83) 38-98) 38-98) 40-23 | 18. 6 5° | 10] 47, 
a Other coin, bullion, etc....| 8-64) 9 -64| 10 27) 10 -86 1942 | 1943 | 1943 | 1943 | 194% 
= _- ae Sa Darascae 46-73) 53-18) 50-55) 50-18 ASSETS | | : 
12 U.S.F.R. Banks | Dec. | Dec. | Dec. | Dec. ecrts. and Treas. bills. . . .|146 -21'223 -18 226 -20 223 -66 a ae | 
neal eaten 31, | 16, | 23, | 30, Discounts and advances. ..| 22 “63; 19-73, 18-96) 19-10 eee en. 444) as a fn ae 
red Gold certifs. on hand and| 1942 | 1943 | 1945 | 1943 Seseenenene | | Balances abroad .. | _ 766| 1,640| 1,607| 1,307) 1,297 
ae due from Treasury ..... 20,523) 19,643) 19,628) 19,615 Notes issued............. 114- 86) 153 -76,153 -76 155 -26 St lit ities | 3,928 6’848| 6'928' 70581 7128 
e Total reserves ........... 20,889 20,137| 20,127| 20,148 | Deposits, etc............. [263 -a8l171 -9al171-65 168-34 | Sterling securities --| 3,928) 6,848) 6,928) 7,058) 7.128 
Total cash reserves ....... 334) '299| 291) “315 —— . eaene. = 
Total U.S. Govt. secs. ....| 5,989) 11,014; 11,551) 11,615 ee | 

ase Total bills and secs. ...... 6,008) 11,114) 11,632! 11,726 BANK OF CANADA | | | 

aa Total resources .......... 28,769) 33,622) 34,380) 34,252 Milli Ca . LIABILITIES 

_Béeeaeee wis neel un sel oe onal one ie. 7 Notes in cirn. : India| 5,632} 7,944) 8,044] 8,156] 8,206 

Excess mr. bank res. ..... 1,666| 1,240, '920|_1,130 | Nov. | Nov. | Nov. | Nov. te: Go| 5 “$7ql “Baa] “2 
Mr. bank res. dep......... 12'788| 127932) 12,677| 12°769 25, | 10, 24, Ss) ‘Bl — 2 = 
Govt. deposits ........... 8,411) 379! 967) 764 ASSETS 1942 | 1943 | 1943 | 1943 Reserve ratio... _'75-9°,|90 -6°4 190 -8% 91 -10}91 -3% 

37,000 Total deposits ........... 14,915] 14,933) 15,509) 15,441 tReserve : Gold...... ose Ege err agte eas | : ° 7 | 

7000 Total liabilities .......... 28,769, 33,632| 34,380) 34,252 io eee 0-5 | 29-73! 24-61) 22-91 | — % 

. Reserve ratio............ TT 1% |63 -8%|62 -3%|62 -3% Securities .......060% 989-7 |1250- ” 1249 05, 1260 66 

~~ a N pan 665-4 | 839 94 840 -96} 840 -22 
ESOURCES Note circulation...... 

ents Gabe... 22,726] 22,004| 22,004| 22,004 | Deposits: Dom. Govt, 26-0| 80-42, 72-54| 66-55 | CENTRAL BANK OF ARGENTINA 
12,000 Treasury & bank currency.| 3,628| 4,097] 4,097| 4,096 Chartered banks ..... 265-7 | 355-55) 331- -50| 338-78 Milli 
i 3 LIABILITIES ia Fs esos 
59,000 ff Money in circulation. ..... 15,407| 20,235) 20,382 20,428 t Gold snd foreign exchange transferred to Foreign ~~ — ° 
— Treasury cash and dep. ...| 3,005| 2,672| 3,292} 3,080 Exchange Control Board against securities. ———————- 

| Oct. | Sept. | Oct. | Oct. 
RESERVE BANK OF NEW ZEALAND | 31, | 30, | 15, | 31, 
CENTRAL BANK OF IRELAND Million £N.Z.’s Assets | 4942 | 1945 | 1945 | 194 

he. Million f's. ee ee See Aen in je Gold at home............ * 1,075) 1,073} 1,073) 1,073 

——— .. oe | Nov. ; Oct. ; Oct. ) Oct. Other gold and for. exch... 798| 1 »907| 1,965} 2,016 
37,000 7 } J 18, 25, Non-int. Govt. bonds..... | 114 106) 106} 105 
19,101 Dec. | Dec. | Dec. | Dec. ASSETS 1942 | 1943 | 1943 | 1943 Treasury bonds .......... 392! 391} 391; 391 
50,000 4, 11, 18, 25, Gold and stg. exch........ 28°77) 30-46) 31-11) 31-42 | | 

ASSETS 1943 1943 1943 | 1943 Advances to State........ 26 -23) 40-17) 39-25] 39-16 EyApriamnies | 
ES ee 2-65) 2-65) 2: *65| 2°65 Investments............. | 4-46) 10-32) 10°32) 10-32 : , \ 

5 British Govt. secs......... 23°40! 23-65) 24- 16) 24-16 LIABILITIES Notes in circulation ...... } 1,520) 1,728) 1,732) 1,779 
516,413 Sterling balances......... 1 17 2-22; 1-92) 1-78 WORE ONES. 5 c505 0 55:00 27-69) 34-10) 34-34| 34-42 Deposits : Government ne 45| 732! 630) 510 
eee oe Demand liabs. : State ....| 10-52) 15-63) 15-05) 16-39 BeGhGe ces. so5s } 793; = 938} 1,033 
181,514 LIABILITIES Banks-and others ........ 20-52) 30-34) 30-91) 29-72 Certs. of participation ... .| 26} 13 10 
aa Notes in circulation....... | 27 -96) 28 «a 28 -84) 28-70 Reserve to sight liabs. .... 48 6) 38 a” 38 -68} 39-01 RRESSEYE TAU. 6.0.0 cece ‘oe 8%, 85 0% 086 *9%|87 -9%, 

_ . ; eon chao eee 70 % ' % ! % a 
781,514 
(Continued from page 56) INDUSTRY AND TRADE 

United States. $ (4-863) 4-02$-03}; mail transters 4-02}-032. Canada. RETAIL FOOD PRICES 

$ , © 863) . 43-47 ; ~_ were 4-43- tae Switzeriand. ga eS Bei E Se eT : es os 
- weden. Krona (18°159) T. 6 -85-95. Dutch es. i b. Per Cent. 

Flosin (12-11) 7-58-62. Portugal. Escudos (110) 99-80-100:20; mail transfers - cena gaia ge aah ‘ja 
99-80-100-30. Panama. $4-02-04; mail transfers 4-02 -044. Brazil. 83 64% cr. — goes a ee ae ny ae since 
(buying). Uruguay. 76597 p. (buying). Sept. 1, | Nov. 1, | Dec. 1, Sept. 1, 

Fixed Rates i r Payment at Bank of England for Clearing Bonn Spain. 1939 | 1943 | 1943 939 

= Peseta 40-50 (Official rate). Turkey. Piastres 520. Italy. 71-2: b Le ce a ie ae era 
— j aes Rates.—The following rates remained unchanged ~bhscen a 31st and Beef, British— . a. | . a. . a, ’ 

-c. 31, ae Bc cesesnuccess 2t 
1943. Exypt. Piastres (973) 978-§. India. Rupee (18d. per rupee) 173-1844. Thin Flank ........ 0 7% 0 a 0 of 27 

Belgian Congo. Francs 1763-3. China. National $3-34. Iran. Ri. 128-130. Beef, chilled or frozen— 11 95 

P Special Accounts are in force for Chile, Peru, Bolivia and Paraguay, for which Ribs... .- esse sees 0 9% 11 

£ no rate of exchange is quoted in London.’ Rate for payment into Argentine special M ee Eocigsess 0 @ 06 06 23 

account: 16-03 pesos. ~— ritish— | 1 3 | 1 5} 1 54 18 
Forward Rates.—Forward rates for one month have remained unchanged as Breast ........+.... 0 7 0 8 0 8 8 

449,006 fy Ollows: United States. 3 cent pm.-par. Gamada. } cent pim.-par. Switzerland. Mutton, frozen— 

336-337 fy 2 cents pm.-par. Sweden. 3 ore pm.-par. I 010 | 10 1 0 16 
1,302,275 ERAR Gioia: g cicrsierorcceisiee 04 +!| +O 0 4 eA 
» NEW YORK EXCHANGE RATES 5 gg Scere eccccceee 1 3 | 1 103 1 103 ao 

: Io osivin cm wins cieiaieie is os aes 
3,087,618 ae te Flour (per 7 1b.)........ 01143 | 1 23 1 2% | 98 
ae ee | ee | ee Lee 21 
5,087,986 | Sugar (gran.).......... : 0 3 0 4 0 4 32 
5,175,524 ; —— Milk (per qt.) ... : | 0 6 09 09 33 
Cables :— Cents | Cents | Cents | Cents | Cents | Cents | Cents Butter os is : 3 \ 1 8 ' 1 8 { a 
London........ 4023§ | 4023§ | 402345 4023§ | 4023§ | 4024§ hs... | 6010 | 11 | ot 30 
Montreal... .... 89-875 | 89-625 | 89-625 J ) 89-91 | 89-750 | 89-750 ai eee” **** if 09 0 9 
Zuricht........ 43-25 | 43-25° | 42-50 % | 41-25 | 41-00 | 40-40 cities Tahal \ 0 6 I{ ae ee 12 
B. Aires ....... 25-10* | 25-10* | 25-12* 3 25-12* | 25-08* | 25-08* i eee ow 0 0 12 
2,800,000 FB Rio... 2.20. S16 | 5:16 | 5:16 | . | 5:16 | 5:16 | 5-16 Eggs, fresh (each) ...... ter | $s 2a 1 
—_—— ISDOM.. . sc coe ° 10 4-10 2 4-10 4-10 4-10 | 
8,475,524 I Barcelona... 9-25 | 9-25 | 9-25 | 9-20 | 9-20 | 9-20 Potatoes (per 7 Ib.)..... | 0 & | - oh ae 
. . . = . . . ' 
Stockholm ... 25-86 | 25-86 | 25-96 | S| 25-66 | 25-86 | 25-86 Index all foods weighted on oe | rns sare 
a a ce eS uly, 1914=1 
175,48 * Official buying rate 29 -78. + Free rate. § Bid. a ) 
FINANCING EXPENDITURE Source: Mamtsiry of Labour Gazette. 
THE *“ ECONOMIST ” INDEX OF WHOLESALE PRICES 

ae The following table summarises the Exchequer returns to date (1927 = 100) 

6,800, (December 31st) and shows the respective shares of revenue and sian ecbeoniiades _— —____—_—_ —— 
rrowing in meeting expenditure : — Mar. Aug. Dec. Dec. Dec. 
£000 31, 30, 29, 7, 28, 
Total ordinary expenditure.. 4,226,176 | Total ordinary revenuc...... 1,837,364 1937° 1939 1942 1945 1943 
New Sinking Funds......... 9,996 | Loans raised :— ss a} earns 

9,995,735 Tepaid :— 3% Def. Bonds (net)...... 88,012 | ’ | 

IIs “Other debt ” external . . 4,803 % Savings Bonds 1960-70 308,113 Cereals and Meat .......... 93-0+ 66-9 108-0 107 8 1(8-1 
2,400,000 Inctease in balances ...... 153 23% Nat. War Bds. 1949-51 9 Other Foods ... 70-4 | 61-1 104-4 107 -3 107-3 

ae at 40 Nat. War Bds. 1951-53 322,661 MOM ced a cenncsivoane 74-2 54-3 92-3 91-9 91-9 

6 Nat. War Bds. 1952-54 176 950 EMI a 6. 6a.siesicis-oro nee 113-2 95-4 137°2 | 135°9 135-9 
49,809 36, “Terminable Annuity . 238,542 Miscellaneous ............. 87-0 77-6 123-8 | 127-2 127-2 
, Nat. Savings Certs. (net) . 198,800 — — en | Fee 
496,000 Tax Reserve Certs. (net) .. 203,394 Complete Index............ 87-2 70-3 112-7 | 113-6 113 -7 
_ “Other debt,” internal... 8,156 $$ —_——_|—__-—|-_——-- |--—_— 
28. 392,556 Treasury Deposits........ 432,000 WIS MAO. vscisccsnvncese 119-9 90-8 155-0 156-3 156°5 
ms Floating debt (net) :— a eee ; nan rn _-___, Aan ee 
Treasury Bills ......... 276,050 ~ ® Highest level reached during 1932-37 recovery. 
Bank of England Adv... 58 750 P oa. ae . 

3,029,227 _ Public Dept. Adv....... 84,465 The Economist” Sensitive Price Index.—Between Decem- 
ae Miscellaneous receipts... .... 7,862 ber 31, 1943, and January 3, 1944, the complete index rose 
331,421,785 14,241,128 {4,241,128 from 149.7 (1935=I00) to 151.0; the index for crops remained 

- : unchanged at 122.9, but that for raw materials rose from 182.3 

Vote of The items shown as net are given after allowing for repayments to 185.6. Since January 3rd the indices have remained 


ind receipts. unchanged. 
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THE CHARTERED BANK OF INDIA 
AUSTRALIA AND CHINA 


(Incorporated by Royal Charter 1853) 
CAPITAL (PAID UP) = £3,000,000 


RESERVE FUND - =- £3,000,000 
Branches and Agencies throughout INDIA and the EA8T 
AFFILIATED BANK IN INDIA 
THE ALLAHABAD BANK LTD., with 15 Branches & 30 Sub-Agencies 
The Bank offers a complete Banking Service and provides 
exceptional facilities for financing every description of trade with 

the East. 
Deposits for Fixed Periods or repayable at call or at short notice 
are received at rates which may be ascertained on application. 
The Bank also undertakes Trusteeships and Executorships. 


Head Office: 38, BISHOPSGATE, LONDON, E.C.2 


West End Branch: 
28, CHARLES I! STREET, HAYMARKET, S.W.1 
Manchester Branch: 52, MOSLEY STREET 
New York Agency: 65, BROADWAY, NEW YORK CITY 


THE UNION BANK OF AUSTRALIA 


ESTABLISHED 1837. LIMITED 


Capital Authorised and Issued soz ; £12,000,000 
Paid-up Capital is “.. $4,000,000 


Reserve Liability of Proprietors ...  £8,000,000 
£12,000,000 
(Not capable of being called up 
except in the event of and for the 


purpose of the bank — wound up) 
Reserve Fund . ee a ... £3,250,000 


Special Currency Dai... el --» £1,600,000 


Head Office : : 71 CORNHILL, LONDON, E.C.3 
West End Agency: 15 CARLOS PLACE, W 


Drafts are granted on the Bank’s Branches throughout the 
Australian States and Dominion of New Zealand. Telegraphic 
Remittances are also made. Commercial and Circular Letters 
of Credit and Travellers cheques issued. Bills are purchased 
or sent for Collection. Deposits are received for fixed periods 
on terms which may be ascertained on application. 


THE BANK OF AUSTRALASIA 


Incorporated by Royal Charter 1835. 


Paid-up Capital ... = _ ine ms on ie -.. £4,500,000 
Reserve Fund... sae ih ae Ses si 5 +. 2,500,000 
Currency Reserve sie --» 2,000,000 
Reserve Liability of Proprietors ‘under. ‘the ‘Charter + 4,500,000 


£13,500,000 


Court of Directors: 

D. F. ANDERSON, Esq. HON. GEOFFREY C. GIBBS. 
J. F. G. GILLIAT, Esq. EDMUND GODWARD, Esq. 
C. G. HAMILTON, Esq. 

F. V. C. LIVINGSTONE-LEARMONTH, Esq., D.S.O. 
DAVID J. ROBARTS, Esq. 
SIR JOHN SANDERSON. K.B.E. 
ARTHUR WHITWORTH, Esq. 


HEAD OFFICE: 4 Threadneedle Street, London, E.C.2. 
Manager: G. C. COWAN. 


Numerous branches throughout the States of VICTORIA, 

NEW SOUTH WALES, QUEENSLAND, SOUTH AUSTRALIA, 

WESTERN AUSTRALIA, TASMANIA and the DOMINION 
of NEW ZEALAND. 


The Bank offers facilities for the transaction of every description 
of Banking business in Australia and New Zealand. Negotiates or 
collects Bills, issues Telegraphic Transfers, Letters of Credit and 
Drafts, also Circular Credits and Travellers’ Cheques. Deposits 
received at interest for fixed periods on terms which may be 
ascertained on application. 


THE 


BANK OF NOVASCOTIA 


(Incorporated in Canada with Limited Liability) 
Established 1832. 
General Office: Toronto, Canada. 
Paid Up Capital ... ne = sam eee $12,000,000 
Reserve Fund ie oe coe “e sisi $24,000,000 
Total Assets over ss as os +»  $400,000,000 


Special facilities are available to the public through the Branches 
of this Bank for the transaction of business with Canada, Newfound- 
land, Cuba, Puerto Rico, Dominican Republic, Jamaica, and the 
United States at New York. 

Address enquiries to 

London Branch: 
108 OLD BROAD STREET, E.C.2. 
E. C. Macteop, Manager. 


ECONOMIST 


BANK OF SCOTLAND 


Constituted by Act of Parliament 1695. 
AUTHORISED CAPITAL ... aa ae ie £4,500,000 
CAPITAL FULLY PAID... __.... ss ---  £2,400,000 
RESERVE FUND & BALANCE carried icaiei £2,257,341 


DEPOSITS & CREDIT BALANCES 
as at 27th Feb., 1943 . ‘ ...  £60,829,643 


Head Office: THE "MOUND, EDINBURGH 


Over 200 Branches and Sub-Branches throughout Scotland. 


London Offices: 
CITY OFFICE, 30 BISHOPSGATE, E.C. 


PICCADILLY CIRCUS BRANCH, 16/18 PICCADILLY, W. 


THE ENGLISH, SCOTTISH & 
AUSTRALIAN BANK, LTD. 


Head Office: 5 Gracechurch Street, E.C.3 


Subscribed Capital “ sae «» £5,000,000 
Paid-up Capital soe ae sie 3,000,000 
Further Liability “ Proprietors me wR 2,000,000 
Reserve Fund ... sie sro 1,785,000 
Currency Reserve ... sie 1,585,000 


Chief Office | in Annedins 


Collins Street, Melbourne 
and many Branches and Agencies throughout Australia. 


With its widespread connections, this Bank offers every facility 
for the conduct of all classes of Banking and Exchange business 


with Australia. 
J. A. CLEZY, London Manager and Secretary. 


NATIONAL BANK OF EGYPT 


Incorporated in Egypt 
Liability of Members is Limited 


Head Office - - - CAIRO 


Commercial Register No. 1, Cairo 


FULLY PAID CAPITAL - £3,000,000 
RESERVE FUND - - £3,000,000 


London Agency: 


6 & 7 King William Street, E.C.4 


Branches in all the Principal Towns in EGYPT and the SUDAN 


REFUGE ASSURANCE COMPANY LTD. 


Chief Office: OXFORD STREET, MANCHESTER, 1 
ANNUAL INCOME EXCEEDS -_ £14,000,000 
ASSETS EXCEED - . -  £81,000,000 
CLAIMS PAID EXCEED .- - £147,000,000 

(1942 Accounts) : 


DOMINION OF CANADA 


FOUR PER CENT. REGISTERED STOCK, 1953-58. 


For the purpose of preparing the Interest Warrants due 
ist March, 1944, the BALANCES will be struck on the evening 
of the ist February, 1944, after which date the stock will be 
transferred ex-dividend. 

For the Bank of Montreal, Financial Agents of the Government 
of the Dominion of Canada in London, 


EDWARD POPE, Manager. 
47, Threadneedle Street, E.C.2, 1st January, 1944. 


CITY OF WINNIPEG 


FOUR PER CENT. CONSOLIDATED REGISTERED STOCK 
; 1940-60. 


For the purpose of preparing the Interest Warrants due 
ist March, 1944, the BALANCES will’ be struck on the evening 
of the ist February, 1944, after which date the stock will be 
transferred ex-dividend. 

For the Bank of Montreal, 


EDWARD POPE, Manager 


A A ER SS SS SS NOES 47, Threadneedle Street, E.C.2, ist January, 1944. 


Printed in Great Britain by St. Ctements Press, Ltp., Portugal St., 


Kingsway, London, W.C.2 Published weekly by THe Economist Newspaper, Ltp., 


at Brettenham House, Lancaster Place, London, W.C.2 Saturday, January 8, 1944 
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